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NATITONAT, POLICY AND TSSINFS 


JINGJI RIBAO ON SOCIALIST COMMODITY ECONOMY, VAKT | 
HKU30800 Beijing, JINGJ! KIBAO in Chinese 19 Nov 34 p 3 


{Article by Ma long [7456 3163]: “Commodity Economy Under the Socialist 
System" ] 


[Text] Since the Third Plenary Session of the llth CPC Central Committee, we 
have implemented the policy of enlivening, the domestic economy and opening to 
the outside world and have yradually carried out a series of reform. Practice 
over the past 5 years {as proved that the CPC Central Committee's policies and 
principles are completely correct, have produced yood results, and are whole- 
heartedly supported by the veople of the country and appreciated by friends 
abroad. We are carryin;, out a very significant probe into the problem of 
buildin;; a socialist courittry with Chinese characteristics, as suyyested by 
Comrade DVen;, Xiaoping. 


At present, urgent questions facing theoretical workers in the social sciences 
are as follows: What are the theoretical bases for working out these policles 
and carrying out economic structural reform? Why is it that by doing so the 
productive forces can be developed at a faster pace and the people can reap 
more bencfits? Is this progressiny or retrogressing? Does this comply with 
or violate socialist principles? These questions have created doubts for a 
small number of people in China. They are worried that bourgeois elements 
will emerge with the propoygation of the policy of lettiny, some people become 
better off tirst, that the gap between the hinterland and the coastal areas 
will be expanded following the development of coastal cities, and that reforms 
will cause price rises and inflation. Abroad, some Western bourgeois scholars 
hope in vain that the above policies will lead us to a market cconomy similar 
to that of the capitalist world, and some people malign us by saying that we 
are taking the revisionist road. The 3d Plenary Session of the 12th CPC 
Central Committee has given scientific and systematic answers to these major 
theoretical and practical questions. 


The "Decision of the CPC Central Committee on kconomic Structure Reform" (bere- 
inafter called the “Vecision’) approved by the 3d Plenary Session of the 12th 
CPC Central Committee complies with China's national conditions and is a sum- 
mation of a better and more profound understanding of the nature of China's 
socialist economy. An important point is that the “Decision’ has abandoned 








the concept that commodity economy is incompatible with socialist planned 
economy, admitting that commodity economy is inherent in socialist planned 
cconomy. it explicitly points out: Socialist economy ‘is a planned com- 
modity economy based on public ownership. The full development of commodity 
economy is an indispensable stage in the economic growth of socicty and a 
prerequisite for achieving our economic modernization. 


liowever, our theoretical and practical workers do not have a unanimous under- 
standing of the nature of China's socialist economy at the present stage and, 
in particular, of the necessity and importance of developing the commodity 
economy. Thus further study of this probiem is quite important for correctly 
implementing oi the CPC Central Committee's policy of enlivening the domestic 
economy and opening to the outside world and for promoting reform of the econ- 
omic structure. 1 would now like to analyze the developmental history of Che 
commodity economy and of people's understanding of the role and destiny of 
commodity economy in the socialist historical period. Also, « would like to 
air my basic views on the concept that has arisen over the past few years that 
the sociaziist economy is not a commodity cconomy. 


lL. Changes in the Understanding of the Role cf Commodity Economy in the 
Socialist Period 


The reason the socialist economy is a planned economy under which commodity 
production and commodity exchsage are eneryetically developed is that ft has 
the attributes of commodity cconomy. This understanding is a major break 
through in the traditional socialist cconomic theory. It is not strane that 
in the past some comrades had different views on this point. lowever, our 
understanding can gradually come closer to and comply with objective reality 
as lony as we profoundly study and sum up the experiences and Lessons inp 
domestic and foreign soctalist construction according to the principle that 
practice is the only criterion for judging truth. 


Commodity exchange emerged in the last period of the primitive commune. — In 
slave and feudal socicties, commodity production served the slave and feudal 
System, in capitalist socicty, commodity production occupies a dominant posi 
tion, so that even the labor force has become a type of commodity. Will cor 
modity production, commodity exchancye, and commodity economy step down trom 
the staye of history in socialist society? Can socialist planned cconomy co 
exist with commodity economy? Does commodity economy exclude planned econont: 
development? The views of Marxists on these questions have been chaning: and 
developing over the last 100 years. 


While analyzing capitalist commodity production in “Das Kapital," Marx pre- 
dicted that the same type of production of products carried out by Robinson 
Crusoe on the isolated island for his own various needs would reoccur In a 
suciety under public ownership and that therefore the relationships between 
commodities and commodity fetishes would wither away. Subsequently, in 15/5 
in ‘critique ot the Gotha Propram,' he explicitly pointed out: At the pr 
liminary stage of a communist socicty (that is, socialist society). “producers 
do not exchange their products, the labor consumed for the production of 
products will no loner manifest itself in the value of these products. 














(‘Sclected Yorks of Marx and Engels,” Vol 3, p 10) In other words, there is 
no commodity production in socialist socicty. lor several decades after the 
Jeaths of Marx and Engels, duc to the nonexistence of socialist practice, 
while expounding, the basic characteristics of socialist socicty, theorists in 
scientific socialism generally regarded socialist society as one without com- 
mdity production and commodity exchanure, that is, a society without a commod- 
ity economy. 

On this ideological basis, in "The State and RKevolvtion," written before the 
October Kevolution, Lenin put forward the supposition that under socialist 
conditions. the entire community should become a_ syndicate’ in which ail 
members ct the community were ‘employees of the syndicate." Since the entire 
commurity would become a bis, company, the relationships between commodities 
would no lenger exist. This supposition of Lenin's reflected the common 
understanding, of socialists at that time. 


After the victory of the October Revolution, the Kussian communists beran to 
build a socialist country after a socialist pattern which did not contain 
relationships between commoditics. In 1919 in its party program, the Russian 
Communist arty took as its tarpet the rapid climination of the relationships 
i<etween commodities and currency. Sut Lenin soon discovered that this would 
not do. So, in 1920, Lenin bepan to shift to a new economic policy under 
which commodity exchange between industry and agriculture was developed, 
small peasants were allowed to carry out free trade, state capitalism was 
shifted to state regulation of commerce and currency (‘Collected Works of 
Lenin,’ Vol 33, p 73), and state enterprises were required to carry out inde- 
pendent economic accounting, to assume sole responsibility tor their own 
profits or losses, and to take part in market activities. This policy was 

a success. It promoted the rapid recovery and development of the socialist 
economy. 


Although the new economic policy scored preat achievements in actual life, 

in theory the question of whether the socialist cconomy was a commodity econ 
omy remafned unanswered. As early as the period of the new cconomic policy, 
‘leftist (Trotskyist) theorists already claimed: With the existence ol many 
new cconomic forms, the law of value can display its regulatory role only when 
capitalist commodity economy exists. Any ;rowth of relationships between com- 
moditics and currency and of the role of the law ol value means the yrowth of 
the espitalist forces, and the decpeniny of socialist transformation means the 
strengthening of the role of another economic law--the law of socialist 
primitive accumulation. Following Stalin's ‘leftist’ economic policy, stress 
ea economic activities was once again laid on material targets. Alter apri- 
cultural collectivication, Stalin pointed out that the working, class and the 
peasant class exist and that there should be exchanye duc to the coexistence 
of the two ownership systems--the ownership system by the whole people and 
the collective ownership system. But the actual policy the Sovict Union 
adopted at that time was depriving the peasants of their riphts, thercfore, 
the questions of whether the exchange between the two ownership systems was 
commodity exchance and of whether the law of value displayed its role remained 
unanswered. The ‘economic accounting system’ adopted by state enterprises at 
that time was no longer an economic accounting system with sole responsibility 














for profits Or LOSSCS, aS proposed by Lenin. Value, price, and cost were re- 
garded merely as accountius tools ia Stalin's economic accounting system. Only 
in his later years did he admit in his article ‘Un the Ouestion of the Socizl- 
ist Economy of the Soviet Union,’ written in 1952, that there were commodity 
production and commodity cxchanie under the two public ownership systems and 
that the law of valuc should be applicd. In the meantime he maintained: The 
production materials circulated under the system of ownership by the whole 
people were not commoditics, as “they have yone beyond the scope of the law 
of value.” ("Selected Writings of Stalin,’ p 613) The law of valuc did not 
play its regulatory role even in the production of agricultural matcrials. 
Stalin also stresseu Chat it was necessary to limit commodity production and 
the role of the law of valuc so as te replace commodity exchange with the ex- 
change of products. Therefore, we can say that Stalin never reyarded the 
socialist cconomy as a planned economy in which socialist commodity production 
and commodity exchange should be cnerpetically developed. Although he prob 
ably intended to build’ a product economy as predicted by Marx and Engels 
(Marx' original words were ‘free exchanye" economy) or a semi-product econ- 
omy, in reality he merely created a natural or semi-natural economy. 


Based on the above understanding, the cconomic management system in Stalin's 
era was not worked out in linc with the planned development of commodity 
production an’ commocity exchange, but according to the needs of a seni 
product econumy, which was in fact a semi-natural economy. lroducts were 

not regarded as commodities and there was no ecxchange of cqual values. In- 
stead, he enforced mandatory plans, removed rerulation by market mechanism, and 
adopted highly-centralized administrative methods. These methods had proved 
successful in dealinj, with heavy industry, making; preparations for the war to 
defend the country. and healing the wounds of the war. ut the shortcomings 
of these methods were becomins, more prominent tollowin;, the development of the 
economy to a new sta;c and, in particular, after the healing of the wounds of 
the war. Althouch Kruscheyv and Lrezhnev carried out some reforms, no preat 
progress was made. As a result, the Sovict economy could not be cnlivened 

the rate of development was slow, technoloyy was at a standstill, cconomic 
results were not jood, and the people were not benclitted wuch. 


We have also underyone a tortuous course in understanding che socialist ccon 
omy. 


in the bexinniny,, we followed Stalin's theory and followed his socialist mods 
and system. In 1950, in teh course of summing up the First 5-Yoar Plan, we 
began to understand the shortcominys of the Sovict Union's system of exces 
sively centraliziny decisionmaking riphts. This under.tandiny,, manifested it 
self in the decision of the Lipbth CVC National Conpress. li was also re 
flected in Comrade Mav Zedony's articte On the 10 Major Nelationships and 


in Cearcade Chen Yun's articics am in partteualar., his speech at the Liyghth 
Ci'C National Coupress. tnlortunatety., our correct idean were not) implemented, 
Contrary to this, following Comrade “ao Zedong’ s eriticeiom of “ant t cashes: 
in 1957, “leltist  crroneous idcan become rawpant. 

beyinniny, in 1957, Comrade Nao Zedon;,'s viewpoints frequently chanmed. On 


the one hand, he made some .ood sup pentionns on developing. China's commodity 


. . , ‘ ‘ . ’ 
produc tion and commodity cxehanoc. or example, white reading Stalin ") 











the Question of the Socialist Economy of the Sovict Union,” he criticized 
Stalin's viewpoint that production matcrials were not commodities and of re- 
fusiny, to sell agricultural machinery to the peasants. Ile pointed out: 

China is a country where commodity production is backward, morc backwarc than 
in brazil and India. Commodity production should be preatly develoved. Conm- 
modities do not refer merely to personal consumer foods; some production 
materials are also commodities. Even if socialist ownership by the whole 
poople is competely realized, some localities will still need commodity ex- 
change. In March 1959. in reference to ‘exalitarianism and indiscriminate 
transfer of resources" and “stirring up a wind of communism’ in the rural 
areas, he explicitly pointed out: The law of valuc “is a freat school. 

Only by using it can we teach tens of millions of cadres and millions upon 
millions of people and can we build our socialism and communism. Otherwise. 
nothings, is possible.” On the other hand, in his later years he sugeested that 
socialist conmodity production and exchange of currency were similar to those 
in the old society and that they should be restricted under proletarian dic- 
tatorship. 


In China's theorctical circles, Comrade Sun Yefang was the first to criticize 
the Soviet Union's economic mode and system, pointing, out that they were a 
product of the theory of natural economy. He also sharply criticized Stali.'s 
and other Soviet economists’ erroncous viewpoint which regarded value and the 
law of value as alien factors in the socialist economy. but Comrade Sun Yef anr, 
did not agree with the concept that the socialist economy is a planned commod- 
ity economy. One of his reasons was that production materials were not com- 
wdities and that the means of consumption were commoditics only when they 
vere used for exchange. 


ly studying and summing up the experiences and Lessons it. socialist construc. 
tion in China and abroad and through the practice of enlivening the domestic 
economy and opening to the outside world over the past 5 years, we have now 
enhanced our understanding of the nature of the socialist economy and of thu 
importance and significance of developing the socialist commodity economy. 
Therefore, we have the conditions to put forward new theses on the nature and 
characteristics of the socialist cconomy. These new theses are expounded in 
the chapter on socialist commodity cconomy in the “Decision’ of the 3d llenary 
Session of the 12th CPC Central ‘ommittec. 


2. The Socialist Lconomy ls a Planned Commodity Lconomy Based ot lublic Own 
ership 


The soctalist economy is ajlanned economy. This is one of its characteristics 
ond wust be affirmed. Dut affirming this point docs not mean negating the 

fact that the socialist economy also has the attributes of commodity cconomy. 
The opposite of commodity economy is not planned economy, but natural cconomy. 
Comrades maintaining that socialist economy is not commodity economy actually 
set planned economy against commodity cconomy or regard commodity cconomy as 
av alien torce in the socialist economy. Tlractice in China's economic struc- 
ture relorm over the past few years has proved that the above view is unreal 
intic. One important aspect of economic structure reform is that while up- 
bolJingy the planned economy, it is neccessary to organize the cconomic act ivitics 





cicty according to the arcds of the commodity ccenomy, t+) man- 
pal aspects well and enliven the minor aspects, an’ to rive 
rban and rural cconomic Life under the prerequisite of developing 
my in coordination. We are required to admit in theore that the 
the planned cconomy and the attributes of the commodity cconomy 
onsistent in the socialist cconomy and that a combination and 
between them can be found in practice. We should not embark on 
of choosing cither one or the other. 


the secialist economy has the attributes of commodity cconomy? 


rcoarnmss > 


country has an important basis and condition for the emerpency 
mont of the commodity cconomy--social division of tabor. Lenin 
Social division of labor is the basis of the commodity cconomy. 
siny industry should be separate [rom the mining industry, cach 
own small departments producing special products of the commodity 
mw oul cxchany.e with other production denartments. Thus the 
the commodity economy will enable the number of independent ta 
ments to increase. (Lenin: ‘Selected Works: The levelopment 
talism,’ Vol 1, p 163) In another article Lenin stressed: 
economy develops alonjy, with the development of the social 
labor. (lanin: “Collected Works: On !tconomic Romanticism 


ocial division of labor is merely a yeneral prerequisite tor 
tion. Without different cconomic bodies having independent 
rests and without the difference between social and loca’ labor, 
« exchanre within economic bodics themselves, and commodity 
wtween different commodity produccrs is impossible, even i there 
vision of labor. Are there then dillcrent economic bodics hav 
it economic interests in the socialist economy? The answer is 


“« socialist system there are two public owncrship systems, 
stem by the whole people and the collective owLership system, 
vlicetive cnterprises are independent commodity producers. 
relationships both with the state and amonp, themacives should 
ire of cowmodity cconomic relationships based on an exchange of 
wyating, these commodity economic relationships will result in 
icy that harms the peasants’ cconomic interests, and severe 
ire unaveidable. Such lessons are numerous both in the inter 
movement and in China. We should also understand that com 
inte vot only between the two ownership systems, it also 
rent enterprises under various ownership systems. wcond, take 
lor an cxanple: im the socialist historical period, becouse 
the principal menns of Tile, labor capabilit im Ola 
i laborers. between taborers there are still differences 
tcrests based on consistent londamental interests. hone differ 


i) interests should be regulated accordiug to the principle of 


legleaps i larx clariiicd lor Us vractice has proved that 











under the system of a division of labor determined by the course of the socia! 
ization of production, because individual! laborers can fulfill only one or 
several preduction procedures instead of producing a whole product, products 
will be manufactured by enterprises which are formed by laborers. Therefore, 
exchanye of equal labor between laborers should approximately manifest itself 
in an exchange of equal value between state enterprises. This determines 

that each state enterprise has relatively independent economic interests. 
Morcover, the relationships between state enterprises cannot but be dealt 
with as those between relatively independent commodity producers, as under 
the socialist system the ownership rights to production materials can be 
separated from the operational rights. ‘Their relationships cannot but abide 
by the principle of replacement of equal valuc and exchange of cqual value 
this is, the principle of commodity economy. In other words, the contra- 
dietions among the economic interests of enterprises can be regulated only 
through the relationships between commodities and currency, which use an ex- 
chanye of equal value as their basic characteristic. Thus, it is not strange 
that there are still extensive commodity relationships in a socialist country. 


if we say that the fundamental consistency of material interests brought 
about by the social public ownership of production matcrials is the objective 
basis for carrying out the planned economy, then the differences of material! 
interests between people are the direct cause for commodity economy being in 
herent in socialist economy. 


in short, it is incorrect to regard commodity relationships as alien factors 
of the socialist economy. As Comrade Deng Xiaoping pointed out when analyzing 
China's rural socialist economy: ‘It is certain that as long as production ex 
pands division of labor increases, and the commodity ecconomy develops lower 
forms of collectivization in the rural areas will develop into higher forms. 
(Selected Works of Deng Xiaoping,’ p 275) Comrade Deng Xiaoping directly 
linked the development of the social division of labor and of commodity ccon- 
omy with the development of socialist collectivization, affirmed the exis- 
tence of commodity economy in socialist society, and stressed the necessity 
ior developing the commodity economy. This is a major contribution to the 
Marxist theory of the socialist cconomy. 


Some comrades do not agree with viewiny, the socialist economy as a commodity 
cconomy. ‘their reasons are as follows: In socialist society, the labor force 
is no longer a type of commodity, and land, rivers, and mines are not the ob- 
jects of business. Whether the labor force is a type oi commodity and whether 
land, rivers, and mines can be boupht and sold are not the symbols of the com 
nodity economy. In a simple commodity economy, the labor force is not a type 
of commodity. Regarding the labor force as a type of commodity is a character 
istic of the capitalist commodity economy. The fact that land and mines in 
secialist society cannot be bought and sold shows that commodity relationships 
under the socialist system are subject to certain restrictions, but this docs 
not neyate that the larger part of socialist economic activities are carricc 
out thronyh the relationships between commodi:ies and currency. Thereiore, 

on the whole. socialist economy is still commodity economy. 








A prevalent viewpoint is this: Instead of saying that the socialist cconomy 
is a commodity economy, we can only say that there arc commodity production 
and commodity exchange in socialist socicty, because the production and man- 
agement of the main part of the socialist cconomy--the state-owned economy-- 
ure not controlled by the law of valuc. This actually adheres to Stalin's 
viewpoint in ‘On the Question of the Socialist Economy of the Soviet Union," 
which affirms that there are commodity production and commodity exchange in 
the socialist socicty, but refuses to admit that the socialist cconomy is 

a commodity economy. Stalin did not admit that the production matcrials 
circulated under the system of ownership by the whole people were commoditics 
and that state enterprises were relatively independent commodity produccrs 
and operators. Since socialist commodity production and commodity exchange 
are confined within cconomic contacts between the two public ownership sys- 
tems and within the scope of citizens buying, personal consumer foods in state- 
owned shops, and the fact that state enterprises are relatively independent 
commodity producers and operators is negated, it is impossible to talk about 
the socialist economy being a commodity economy. ‘Therefore, over the last 2 
years, following, the cmergence of the viewpoint of negating the idea of the 
socialist economy being a commodity economy, some people have refused to admit 
that the production materials circulated under the system of ownership by the 
whole people are commodities and that state enterprises are relatively indc-- 
pendent commodity producers and operators that can and must carry out indc- 
pendent accounting and assume sole responsibility for their own profits or 
losses. These viewpoints do not comply with the current reform of the cconomic 
structure. At present, both in citics and the rural areas, it is necessary to 
energetically develop socialist commodity production and commodity cxchange, 
reduce the scope of mandatory production and distribution of products, makc 
better use of economic methods and the lever of value to realize statc plans, 
gradually cxpand the regulatory role of market mechanisms, break away from 
the barriers of departments and reszions, and carry out markct compctition 
between various cconomic forms and circulation channels. Al! this can be 
explained in a scientific manner only by applying, the icea that socialist 
econony is a commodity cconomy. 


Some other people maintain: If socialist economy is regarded as a conmodity 
cconomy, state cnterprises should appear as commodity producers and operators 
aud become independent cconomic bodies. This means the negation of the system 
of ownership by the whole people, the negation of the fact that a socialist 
country exercises ownership rights over production matcrials on behalf of the 
whole people, and the .“p,ation of the fact that laborers in a socialist 
country maintain their 1. ationships on the basis of common occupations and 
joint labor. ‘This viewpoint merits discussion. 


First, we should make a clear distinction between socialist commodity cconomy 
and commodity economy based on private ownership. Truc, developing, the social- 

ist commodity ccononmy will mean recognition of the relatively independent nature 
of state enterprises, whach are relatively independent commodity produccrs. 
but such an ‘independent nature’ is relevant and is dilferent from the complete 
independence of commodity produccrs in the commodity cconomy based on private 
ownership. Ownership ripits, usage rights, and manayemcat rights are distinct. 








takes place, the economy of society will reach the communist stare. Some 
Chinese cconomic theorists maintain that the development of the socialist 
commodity economy is a guantitative development and that. in cssence. the 
socialist comnodity cconomy is dii:fcrent trom the capitalist cownodity ccon- 
only. 


Lxperience has proved that the commodity cconomy develops foilowing, the srowth 
of the secialist cconomy. this shows that it is necessary to cevelop the com- 
modity economy in the socialist period. As for climinating the commodity 
economy, this will take a lon; historical period, after which secicty will be 
filled with material weaith. 


es said: “Lolitical cconomics cannot reamin the sane 


In Anti-Duhring, Engl 
lifferent countries aud diflLerent bistorical cras.’ 


while dealiny, with cd 
‘Political economics is, in essence, a science of history, which deals with 
historical materials, that is, materials that frequently chanpe.’  C'Sclected 
Works of Marx and Layels.” Vol 3, p T&G) tLogels once criticized some peopte 
who always tried to iind some ready-made, unchangeable, and cternol definitions 
and concepts from Marx's articles to apply them to practice instead of using 
practice to judge the correctness of a theory. concecpt, and definition se 

as to enrich thew with the realities of life. Marx pointed out: "Needless 

to say. when matters and their relationships are not reyarded as fixed but as 
Chanzeable things their reflection on the mind and their concept can chanye 
and become mishappen. We should not contine them to a riyid definition but 
should expound their historical or logical formation. ( pas Kapital,’ Vol 3. 
p 17) This basic principle of Marxist historical matcrialism should be taken 
as the guidiny, principle and the basis of methodolory for probing into the 
nature of the socialist cconomy. 


so. in tine with the practice and experience in socialist construction, the 
} 


Decision’ admits that the socialist cconomy is a commodity cconomy. ‘This’ ts 


a theoretical summation of the objective development of the socialist ceonomy. 
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Phat state enterprises have the right to use and manaye production matcrials 
does not change the nature of production materials being owned by the whole 
people and does not change the ownership right a socialist country exercises 
over production materials in the interests of the whole people. Therefore, 
funcamentally spcaking,, developing, the socialist commodity cconomy will not 
chany;c the nature of the socialist ownership by the whole people. In this 
sense, the socialist commodity cconomy is a commodity economy of a specia] 
nature. In "On the 10 Major Relationships,'’ Comrade Mao Zedonp, explicitly 
pointed out: “All production units should have independence which is linked 
with unanimity.’ “Selected Works of Mao Zedong,’ Vol 5, p 273) This in 
fuct involves the position and rights of enterprises, which are relatively 
independent commodity producers. 


Of course, admitting that socialist cconomy has the attributes of commodity 
cconomy and requiring, state enterprises to function as relatively independent 
commodity producers and operators means shiftin;, state enterprises from the 
highly- centralized administrative and managerial system of direct alloca- 
tion and use of production materials by the state to the operational system 
of enterprises carrying out independent economic activities suited to the 
development of the commodity economy with the approval of the state. Only 
thus can the initiative of enterprises be brought into full play and their 
vitality increased. In the past, due to the negation of the socialist econ- 
omy being a commodity economy and of state enterprises being relatively inde- 
pendent economic bodies, the state directly allocated and used production 
waterials and directly organized enterprises’ production and markctins,. As a 
result, enterprises became subsidiary bodies of state administrative organs. 
Practice has, proved that this administrative and managerial system seriously 
hampered the development of the productive forces. 


ixperiences tells us that it is impossible to carry out socialist moderniza- 
Lion on the basis of the natural cconomy and without energetically developing 
the socialist commodity economy. In particular, the developing socialist 
countrics should conscientiously pet rid of the influence of the natural 
economy if they want to promote the rapid development of the social productive 
forces, so as to enable socialist society to enter a s;reat development stape 
of the commodity economy. At the present stare, the development of China's 
socialist commodity economy means the development of the social productive 
torces and the progress of socialist construction. 


the “Decision” points out: ‘The full development of the commodity economy is 
an indispensable stage in the economic growth of society and a prerequisite 
for our cconomic modernization. it is the only way to invigorate our economy 
and prompt cnterprises to raise their cfficiency, carry out flexible oper- 
ations, and rapidly adapt themselves to complex and clang ins, social) demands. 
This cannot be achieved by relying only on administrative means and mandatory 
plans.” This is quite correct. With regard to this point, some people have 
asked if commodity production and commodity exchange will develop further with 
the further development of socialism. Lenin's view was that the commodity 
cconomy existed as long as there was a social division of labor. Some Sovict 
cconomists maintain that the development of commodity economy in the socialist 
period is merely a quantitative change, and that when a qualitative chanre 











NATIONAL POLICY AND ISSUFS 


JINGJI RIBAO ON SOCIALIST COMMODITY ECONOMY, PART 11 
1KO50552 Beijing JLNGJI RIBAO in Chinese 21] Nov 84 p 3 


[Second and last part of article by Ma Uony [7456 3163]: “Commodity Economy 
Under the Socialist System" | 


1Text |] Though still commodity economy, socialist economy is different from 
either small commodity economy or capitalist commodity economy. It is com- 
modity economy with socialist features. On socialist commodity production and 
exchanse, the resolution of the Sixth Plenary Session of the Eight CPC Central 
Committee pointed out: “Such commodity production and exchanye of commodities 
differ from capitalist commodity production and exchange of commodities be- 
cause they take place in a planned manner on the basis of the socialist sys- 
tem of public ownership and not under an anarchic state on the basis of the 
capitalist system of private ownership. This is a sctentific manifestation 
of the features of socialist commodity economy. Just as the “resolution 

Says, socialist commodity economy is planned commodity economy based on the 
socialist system of public ownership. Its features arc expressed in the [fol - 
lowins, two ways: 


1. Socialist commodity cconomy is a commodity economy based on public owner- 
ship without the participation of capitalist. (Of course, ,iven the existence 
ot many economic forms, including the introduction of some foreign capital, 

in the realistic economic Life of our socialist socicty, there is still the 
participation of capitalists inv non-socialist commodity cconomy. but commod- 
ity cconony whieh has the nature of state capitalism is only a supplement to 
socialist commodity cconomy. Lt vecupies a smal! part of the total national! 
economy. The capitalists involved in such conmaodity operations act under tlhe 
control and supervision o! the socialst state.) ‘The relations that socialist 
commodity cconomy embodies are relations of mutual help and cooperation and 
equality and mutual beneLit between socialist laborers. tt no Longer embodies 
the relations between exploiters and the exploited under the system of hired 
labor. Since socialist coumodity economy is bused on public ownership and the 
means of production are possessed by united laborers, the scope of the commod 
ity ceconony has been subject to certain Limitations. Labor is no Jon ver a 
commodity. Land rivers, mineral resources, and so torti are no louser tle 
tarsets of Cree trade. The development of socialist comaodity cconomy cannot 
possibly lead tu capitalisw. This ts different trom capitalist commodity 
econouy and from small commodity economy. Still, it has the general Ceatures 
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ot conmodity economy. Therefore, in social’st commodity production there still 
exists the problem of a duality of labor (physical labor and mental labor) and 
duality of commodity (use value and value). In socialist commodity econoniy 
relations, apart from the need to stress mutual help and cooperation between 
producers and to stress subordination partial to overall interests and immed - 
iate to Lon;-tcerm interests, as dictated by the unanimous fundamental inter 
ests of the system of public ownership of the means of production, in al! 
economic activities we must take into consideration the differences in the 
interests of various sectors. implement the principle of exchange of equa! 
value, and meet the requirements for equality and mutual bencfit. 


2. Socialist commodity economy calls for planned development, s;iven the in- 
troduction of planned economy in the whoic society, and is not anarchic com- 
modity cconomy. In socialist economy based on the socialist system of public 
ownership ot the means of production, it is necessary and also possible for 

the state representative of the interests of all working people to regulate 

the development of the whole social economy in a planned manner. This is 
basically beyond the power of capitalist society. Only in this way can social- 
ist commodity economy avoid the anarchy in producticen and exchange in capitalist 
commodity economy and show harmonious development in a planned and proportion- 
ate manner. 


Thus we can see that socialist economy has the attributes of both planned 
economy and commodity cconomy. I[t is commodity economy under the suidance of 
plans, or planned economy based on commodity cconomy. 


In previous discussions, some comrades did not favor the proposed idea of 
"planned commodity economy.’ They said: "The idea of socialism being planned 
commodity cconomy is still based on commodity cconomy--with planned economy 
put in abstract terms and cast aside.’ In fact, planned economy refers to the 
planned distribution of socialist Labor in the national cconomy, or to a social 
economic system of puidins, organizing, and regulating social economic activ- 
ities in a planned manner. licre, "guiding, organizing, and regulatin;, soc ial 
economic activitics in a planned manner" must be based on the economic activ 
ities of numerous production units and operational units. The problem is 
whether these economic activities are natural economic activities or commodity 
economic activities. Since commodity production and commodity exchanse exist 
in the two versions of socialist economy, or within the socialist state econ 
omy, and since economic ties between socialist enterprises must be real ized 
through the relations between commodities and currency, the state's suidance 
and reyulation of the national economy must be based on puidance and contro! 
over the whole sphere of social commodity activity. Our practice of planned 
economy in the past 30-plus years has shown that treating the sociaiist 
national economy as dominatiny natural economy would result in minor aspects 
(microeconomic enterprise activities) beins rigidly controlled and would also 
make it impossible to really control or take good care of major aspects (the 
direction of development of the national ecconomy and major proportionate rela 
tions). tt was a misunderstanding of the idea ot natural economy and its harmo 
ful practice that caused such evil consequences as an end to technical develop 
ment in certain fields, a drop in efficiency, and a proportionate imbalance. 





Certain comrades subjectively want to practice the communist planned economy 
of “doing away with the interference of ‘value.'" tut experience has shown 
that the idea of treatin; the socialist economy as a product cconomy devoid 

of the relations between commodities and currency in the future comaunist 
socicty is divorced from reality. Im practice, the envisioned product economy 
will inevitably become a variation of natural economy. Only planned economy 
based on commodity economic activities can reflect the objective demands and 
the natural trends in the development of socialist economy. ‘The idea has been 
proposed that the two points, “socialist planned economy is planned commodity 
economy" and "socialist economy is planned economy given the existence of com- 
modity productiow and commodity exchange,’ complement each other. This helps 
in drawin;, a clear distinction between socialist commodity economy and capital - 
ist commodity economy. It also helps in getting rid of the wrong idea that 
lumps our socialist planned economy with planned economy under the backward 
conditions of natural economy and planned economy under the conditions of the 
future product economy. 


It is necessary to separate socialist commodity cconomy from capitalist commod- 
ity economy. The concept of commodity economy is more inclusive than market 
economy. [t can be budding and underdeveloped commodity economy, or developed 
commodity economy or restricted special commodity cconomy. It can also be 
commodity economy based on private ownership or public ownership. 


To understand the fundamental differences between socialist commodity economy 
and capitalist market cconomy, the most important thing is to understand the 
nature of the socialist market which allows for revyulation. In capitalist com- 
modity economy, the market factor reigns supreme. Although the state can use 
certain factors such as tax rates, credit policy, interest rates, and so forth 
to influence cconomic development, on the whole, the bourgeois state's economic 
policy decisions are made and carried out by monopoly capitalist s,roups. 
Monopoly groups oppose state intervention in their own interests, making state 
economic policies weak and impotent. Workin; people's interests and demands 
fall especially short of being met. Recogniziny the nature of socialist econ- 
omy as commodity cconomy also suggests giving play to the regulatory role of 
the market mechanism in microcosmic enterprise policy decisions. Put the market 
in socialist commodity economy ts fundamentally different from the market in 
capitalist cconomy. because the socialist state is the soctalist owner repre - 
sentative of all laboriny, people and is the master of the state economy, it has 
at its disposal various lc;al, administrative, and economic means (including 
waes, interest, tax collectiou, pricing, and other cconomic Levers) to effec- 
tively reyulate the warket. Thus, actual possibilities are created that enable 
the market mechanism to be restrained by state macrocosmic regulation and 
enterprise microcosmic policy decisions to be Jinked with state macrocosnic 
policy decisions. Enterprise microcconomic activities are made to procced 
within the Limits defined by national cconomic plans. This also means that 

the sucialist state is entirely capable of cousciously using the Law of value 
to achieve the aims of the planned cconony. 





lo clearly detine two distinct ions--the distinction between planned cconomy 
and natural economy and the distinction between socialist commodity economy 
and capitalist conmodity cconomy--this will help our economic and plannin;, 
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systems to thoroughly »et rid of the influence oj the idea of natural econ 
omy, jiviny a push to reforms favorable to the development of commodity 
production and commodity exchanje. On the other hand, this will helo to 
strenthen the planned nature of our socialist commodity cconomy and preven 
the auarchy Likely to appear in the development of commodity economy tim: 
really guiding the development of socialist commodity economy toward the pati 
of planned development. 


+. To Recognize Socialist Economy as Planned Commodity Economy Provides a 
theorctical Basis for Carryin;, Out Economic Reforms and Introducin;, the Guide 
line of Enliveniny Things at Home and Opening, Up to the World 


ror a lons time, our socialist economic activities proceeded under the ecconowic 
system of decisionmaking power bcing heavily concentrated in administrative or- 
ans, production and operations being organized on the basis of administrative 
zoucs and administrative levels, and administrative orders being, mainly con- 
sidered a regulating factor. the features of this system are: monopol izin; 
practically everything where plans are concerned; state-controlled purciius< 

and markctiny, of grain, cotton, and so forth where circulation is concerned. 
unified control and distribution where labor is concerned; and controlled re- 
ccipts and payments where monetary matters are concerned. Control” is the 
basic feature of this system. Just as the ‘resolution” says, this is a way of! 
doing things according to fixed patterns. This system binds the entire nation 
al economy in a straitjacket, killing the vitality of enterprises and the en 
thusiasm of laborers, and inevitably retarding technical progress, the de- 
velopment of production, and the improvement of economic results. 


but why was it impossible for so lLony to change such an irrational system? 

This was directly related to the long period during which we did not set rid 

of the influence of natural economy and did not recognize the nature of social! 
ist economy as commodity economy. Not recogniziny, the commodity nature oi 
socialism, we could only organize the national economy according to principles 
and use administrative orders to tightly control enterprises, thus brinjin, 
about the above defects. This is why in the past 30-plus years, every time 

we found a certain product in short supply and strengthened planning and con 
trol, this product became all the more controlled and in greater shortaye. this 
also means that the more we stress strengtheniny, so-called planned management 
with strict restrictions on the development of commodity cconomy, the sreate 
the difficulties besetting planned economy. Every time we relax restrictions on 
the development of commodity economy, the economy is neabled to develop rapidly. 
This then allows smoother planned development of the economy and better cconowic 
results. Only by thorouyhly overcomin;, the influence of natural economy, «i 
firminy, the commodity nature of socialist economy, and clearly callin, ior 
eneryetic efforts in devcloping socialist commodity economy can we, under Clic 
juidance of national economic plans, make better use of the market mechanisi, 
enliven the economy, and stimulate the vigorous development of social productiv 


ity. 


Why is it necessary to recognize socialist economy as commodity economy and 
take it as the basis and prerequisite for carryin, out economic relorms, «© 
livenin, the cconomy, and stimulatins, the rapid development of social product is 
ity? This is because: 
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First, only be recognizins, that socialist economy has the attcilutes ot 
modity economy can we smootiily realize various central policies on econ 
retorms and perfleet the socialist economic system. 


In the past Lew years, on Lhe basis of the sreat success of our rura! cco: 
reforms and a wealth of experience in experiments with urban cconomic | 

we have adopted a series voi measures for cities and introduced cconomic reto: 
ian urban state industrial and commercial undertakings. The aim of thes 
measures is to gradually establish an economic management system marked 
“control in general and proper control in major respects and a loosened 

and {lexibility in minor respects.’ In other words, this means the reali 
tion ot transformation from the previous economic pattern of rosulation 
which involved organization based on administrative zones, administrat iv 
levels, and administrative principles and chief reliance on administrat iy 
orders that had tormed under the influence of the idea «' 

socialist planned commodity economy. To raise consciousness in carryin: ont t! 
central “resolution,’ we must link the current partial reform measures ! 
the general refoma plan and recognize the content and signiiicance o! vari 
concrete measures [rom the high plane of the targeted economic retorm patt«: 
Otherwise, we will have a one-sided idea of these measures and cven tw 
hackneyed concepts as a basis for understanding and interpretin: new slo 
concepts that have formed under the influence of traditional patterns 

result is that these new sloyans and new measures are Liable to clan. 
become warped and distorted in practice. Thus, not only is the envision 
taryet not attained but aew chaos will arise. 


For example, the slopan of “simpLitying administration and dele;atin Or 
was oripinally proposed piven recoguition of enterprises as relative! 


pendent commodity producers and operators. Relatively independent co ity 
producers and operators bein;, what they are should have decisionmabing power 
operations, or the power to make microcosmic cconomic decisions based on matric! 
conditions and the state's relevant laws and regulations. [ft thinss ace vot 


interpreted this way, in carryins out the decision on ‘simplifyin,, aduiniotrs 
tion and deleyatiny, power,” there are likely to appear two situations: ei 
that certain less important decisions are left to the discretion of cal. 
prises, while important microcosmic decisions (decisions on cveryday cotcrpris 
production and management, such as those concerning the kind of product to 
produced and its specifications, the volume of production, the source 
tapped for raw materials, the prospective customer to whouw products: ar: 
sold, and so forth) are strictly confined to administrative leadership ov ars. 
Given the cheeks and balances within various types of power and one jin 

inj, tight rein on another, the important decisionmakiny, power on product io 
and operation matters is not held by enterprises, and less important as 
cannot be left to those at lower levels. Another situation is C' Tee cle 
,ation of power to lower levels that is not accompanied by a display of °kill 
in usiny, various lepjal, administrative, ane especially economic i 

basis of the necds of an established planned commodity economy to int tucnce | 
market and to reyulate the independont enterprise cconomic activilic. . i 
them onto the path of planned and proport lonate development. 7 ' 
be a potential source of chaos. 
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low to interpret the slovan of "doin; away with separation between deparlment:: 
vr oryans and takin, centra! cities as a basis tor orranizin;, ecconomic net 
works’ also provides a clear example. The “contradictions between departments 
or organs" that had loa, existed in our national econowy rose from the previous 
mana;ement system oi concentrated administration. Under such a system. since 
the whole socicty was re,arded a big factory or a big, company with state ad 
ministrative organs directing all the economic activitics of the whole 

socicty (including macroeconomic and microcconomic activitics) , the nat ional 
economy could only be organized alony; the lines of the administrative system 
placing, up to 100,000 state enterprises in the whole society separately under 
state administrative departments and local leadership organs and leading to the 
formation of so-called "separate departments” and "separate organs." lowever, 
neither “departments” nor “organs wanted to be independent systems, with Lhe 
formation of so-called “complete systems." In social mass production, exten- 
sive production-supply-sales ties, intricate and complicated, exist between 
enterprises. With the economy organized on the basis of relations accordiny 

to a hierarchy of authority, the tics between higher and lower levels must be 
counted on as the main factor. There is not only mutual separation but also 
even a mutual blockade. Thus, artificial obstacles to the establishment of 
extensive ties between enterprises are created. This also causes enterprise 
involvement with beiny, “big and complete" and “‘small and complete. Thus, 
“contradictions between departments or organs" became increasingly serious. 
Given no change in such an existing management system with concentrated ad- 
ministration, the organization of the economy on the basis of administrative 
departments will sever the economic tics between enterprises hbelonyiny to 
different departments or organs. The organization of the economy accord iny, 

to areas will sever the economic ties between enterprises belonyiny to dif 
ferent areas. This makes it impossible by any means to solve the contradict ions 
between departments or orsans. 


The organization of cconomic networks with central cities as the core is su;- 
nested against the background of a totally different economic system. This 

is nothing but socialist planned commodity economy. I[n commodity economy, 
pumerous commodity producers establish cconomic ties between them throus:) 
trade, forminy, a planned and unified market or an economic network embrac iny, 

the whole society. The focus of such an economic network is the central city. 
The influence of the central city through the economic activities of its indus- 
trial and commercial enterprises and communications and transportation under- 
takings extends to vast areas to reach the whole country and even the whole 
world. In the period before the socialist society, central cities more or less 
formed spontaneously. In socialist planned commodity, the state can consciously 
use the aforesaid role of central cities to coordinate, guide, and stimulate the 
economic development of areas affected by it. 


At present some comrades’ interpretation of the slogan of relying on central! 
citics as a basis for organizing economic networks is entirely incorrect. 
They hold that so-called reliance on central cities as a basis for orranizin;, 
economic networks is just a matter of committing enterprises belonying, to the 
central autiwrities, provinces, and autonomous regions to central cities man 
agement and putting counties and cities in those areas of cooperation under 
central cities, with cities continuing to follow hackneyed practices in 
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cnterprise mana;cment., Thus, enterprises are stil! appendases’ of city ad- 
ministrat ive organs or “beads on the abacus nt their commana’. In tact such 
an interpretation runs counter to the oricinal idea o!f buildin; areas of co 
operation with certain major cilles as centers. ti tiis is done, new de- 
partments oF organs as separate units will torm. tt will be impossible to 
improve the economic LCics between areas and suice the development of vast 
areas. Coutradictions between central cities and neichboring fraternal ireas 
will also be exacerbated, 


Second, only by reeoeraizins the attributes of commodity economy in socialist 
economy cau we really shift our cconomic work onto the orbit centering on the 
improvement of cconomic results. 


stress oa cconomic results is a basic demand of sociatist economic work. 

dacx pointed out that under the future socialist system, united producers will 
rationally readjust material conversion between themselves and nature using a 
winimum expenditure of Labor to obtain maximum material wealth. Out in the 
practice ot vur socialist construction, there otten appears a low cfliciency 

in cconomic activity, »,reat waste, incompatibility between supply and demand, 
and a very slow increase in the volume of end products ood tor consumpt ton 
despite quite a hijsh rate of growth based on total output value. There are 
not many actual bene! its for the peuple. There are even occasional proportion- 
ate imbalances ia the national economy, causin;, a passive state marked by ser- 
ious unsettlement in social economic lille. In recent years, the party and the 
government have once and avain stressed shittin, our cconomic work to the orbit 
of improvin;, economic results. but the results obtained have not been [words 
indistinct}. What is the reason? (tt should be said that the main problem 
lies in the mana;ement system ol concentrated administration that has formed 
under the influence of the idea of natural economy, seriously obstructing the 
development of commodity production and commodity exclunye and running, counter 
to the demands of the law of value. 


Experience in socialist construction shows that in socialist cconomic activ- 
ity, be it the improvement of microeconomic results or the improvement of macro- 
economic results, we wust recownize the commodity nature of socialist economy 
and respect the role of the Law of value. 


So-called microcconomic results refer chiefly to the results of soclalist 
enterprises economic activities. The key to improved enterprises economic re- 
sults lies in chan;in;, the state in which enterprises under the old system are 
only ‘beads on the abacus in the hands of higher administrative organs, sub- 
ject to ‘manipulation this way and that) by hijber-level administrative organs. 
we must turn these caterprises into relatively independent operating Leading 
budies with preat vitality that combine great taternal drive to improve econ- 
omic results with vrcat external pressure form market competition. All this 
can be realized only by treating enterprises as relatively independent commod- 
ity producers and operators and creatin, an appropriate environment enabling 
the law of value to produce a regulatory cliect on production and exchange, and 
hy Litting the blockade between areas and trades, thus breakin: monopoly and 
encoura;ins, competittona. 
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fo reco;mize the attributes of commodity economy in socialist cconowy 
must not only reco,nize collectively owned enterprises as independent con 
modity producers and opcrators, but recoynize the enterprises owned by thi 
Whole people as also relatively independent commodity producers and operator. 
ihey should alse be economic entities practicin; independent account in: an’ 
vpcratin:, on their own accounts with independent cconomic power ia cerard to 
personne! financial, material handlin;,;, production, supply, sales and othe: 
watters. Enterprises should be enabled to break away from the role of bein 
subordinate to administrative orans, so that they can independently make ck 
cisions on production and exchange in linc with social needs and become inde- 
pendent operating, economic ecatities that combine responsibility, power, an 
protits under the ,uidanee of plaus. 


Ly recoyniziny, the attributes of commodity cconomy in socialist cconomy and 
thus recoynizing the role of enterprises as relatively independecat commodity 
producers and operators, we can solve the problem of enterprises sharia 
equally in che state's ‘bi, rice pot,” thus enabling enterprise cconomic re 
sults to be Linked with workers’ material interests and solvin, the problew 
of workers sharing equally in the enterprise's “bis rice pot.) This enable 
workers to be involved with enterprise operations and manarement out of con 
cern lor their own matcrial benefits. Thus enterprises will have the tntes 
nal drive to develop production and improve operations and manarement. 


Keco;nition of the attributes of commodity economy in socialist economy suv 
gests the necessity of socialist competition. Competititon is a Law peculiar 
to commodity cconomy. in competition, enterprises strive to acquire market 
information and find out what sells, so that their products can mect socia! 
necds. Un the other hand, ‘the social labor required for the production o! 
these products must be regarded as the law of nature with its reculatin;, ce! 
lect or the law of value. This then calls for ‘forcibly pavin: one's own 
path. (Marx: “Das Kapital,” Vol 1, and "Collected Works of Marx and Unycls 
Vol 23, p 92) ‘This forces cach enterprise to use every means to improve man 
agement and operations, lower costs, improve technolosy, develop new products 
and enable their own individual! Labor consumption to fall under required soctal 
labor consumption as much as possib'c. Yhus, under teh euidance of soctal ist 
State plans” certain market competition develops to form a kind of external 
pressure on enterprises, stimulating ceascless efforts on the party of various 
enterprises, departments, and areas to ret alead. 


Recoynizing enterprises as relatively independent commodity producers ani! 
operators and respecting the role of the laws of value also helps st tmulat: 
each enterprise to better produce to meet social needs and aids the establish 
went of direct Links between production and needs. Thus, under the puidance 
ol plans, enterprises cau strive to base themselves on the supply and demand 
market situation in concretely determinating the volume of those products to be 
produced, so that their vartous products can suit the market and mect social! 
needs. ‘this provides the very basis tor improving macroeconomic results. 


Third, recogaition of the attributes ot commodity cconomy in soctalist planned 


economy helps to greatly improve our national planning, work, strcenethen tly 
state's planned suidance for the entire national cconomy, and achieve stil! 
‘reater macroeconomic results. This problem can be viewed from two angles: 








fhe first angle is that in socialist ccononic activitics, we must five play 

to the dominatin, role of “valuc as a deciding tactor” (Cin Marx's words). 
Pistribuliouw vl social Labor in various scctors in a plonned and proport ion- 
ate manucr, is a basic prerequisite ior improvin, rational cconomic plannin; 
work and improviny, macrocconomic results. Our historical czperience in 
cconomic devclopment tells us that cvery time there have been major proport ion 
ate imbalances in the aational cconomy, the macrocconomaics results of our na 
tional cconomy droppec considerably. Jor cxauple. during, the pertod of th« 
“,ccat leap forward and the period of the “Creat Cultural Revolution, such 
war the cause. To insure the proportionate development of the socialist ccon- 
omy and improve macrocconomic results, we must take not only the law ol 
planned development of the national cconomy but also the law of value as a 
basis tor tormulating, national economic plans and link the two torether. This 
is because the law of planned development calls tor planned distribution of 
funcs, materials, and labor in a proportionate manner, and the commodity 

law of valuc determines how much of all the labor time at its disposal socicty 
can use to produce a particular commodity’ ( ‘Collected Works of Marx and 
bmcels Vol 23, p 394) Yrom this it can be seen that the two do not oppos« 
and exlude each other but share a common basis and can be united. Civen the 
law of planning requiring people to consciously arrange social production in a 
proportionate manner, the law of value. apart from callin. for people s ration 
al cistribution of social labor, also requires tie realization of the pro 
portionate development olf social production through econowic mechanism. lor 
cxample, those producers of products in short supply should be rewarded with 
more benefits and those producers of products in full or excessive supply 
should be rewarded with less. Thus, enterpriscs are ruided to consciously 
regulate their own production to mect social needs. Only by properly linking 
the Jaw of planned development and the law of value can we bring about tl 
planned and proportionate development of the national economy, thus basically 
Juarenteeing a continuous improvement in macrocconomic results. 


lle second angle is that in the past, our national economic plans tailed to 
fasp major aspects and to ecllectively regulate the activities of about | 
willion enterprises in the entire national economy. An important tactor behind 
this was sole reliance on administrative orders and mandatory tarycts to con 
trol all of them. The system of mandatory tarpets inevitably leaves many 
voids. Within such a scope, enterprises with independent economic interests 
will make their own choices or decisions based on their own interests. lecause 
plauniny, organs established alony the lines of concentrated administration are 
also vot yood at using regulatory means suitable for commodity cconomy (chicfly 
pricing, tax collectic 1, interest, wayes, bonus payments, and so forth) to 

rev ulate the relation between enterprises and between enterprises anc sucicty 
and to control enterprise production and manayement matters within the scope 
imposed by plans and puide them onto the path suited for social needs tin 
result is that major aspects are not talhen care of. with incompatibilit: 
between supply and demand and a Irequent proportionate imbalance. 


inor aspects on the other hand, «are rictely controlle so that the whol 


economy shows lack os vitality. 
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Civen planued cotton it com t Taal. ossesoesn Creat ceonwwic strength 
and supreme decisiomaakin, power. ln «xercising planned lcacercship over the 
wiole national econo! tf ois ambire capable vi usine not only le; islative 
gnd cxecutive wean unt o Val cconomic levers to cutablish a powertul 
re; ,ulatory syatew comin mistrative and ceonontic weans to rerurlaute the 
Various economic act ivitis fim aurlag Hutional cconoi ud te realize the 
vi,orous and planned covelopacnat of mitional cconowy. 

jw this. enw our bam i r’ ste uit ,iect sjor ewitchover idcvlorically 
ang stash the baclhucy: comcep! that os an cconemy reyulated by mandatory 
plans is planned cco ° in is to thal apart irom using mandatory 
plans we wust be yoo t weds uidi lau. avd ¢racuaily switch over from 
the lurmer to the latter. Thi ould be the main content of puturc plannin; 
WUTK. ‘ af AB certain “adatery tarpets are concerned we mist also lollow 
such a plan. Omly tn Chic way can ve tieure their realdzation. ‘The pre 
requisite for achievi bioahd Iso calis jor recocnizing socialism as 
planned commodity ccom ; 

fourth, recoj;mition o| thu ttributesn of commodity cconomy in socialist 
economy provides a theorctica asis jor our realizing the puideline of open 
in, up te the world. catwhil it tf alse an ideal prerequisite for puar 
antecin, vur soctalint cnterprises’ being able to realize this ,;uideline and 
engaye in international competition. 

Whether a seciecty or a state should develop cconomic ar’ technical cexchanycs 
with torecifpn countrics aa make une of Loreivn markets and forcicn capital, 
resources, and Cleclhmele ‘Lois is determined by the depree of development of 
its commodity cconomy anc tic state of productivity. Civen a low level of 
productivity in the time betlore capitaulion, commodity cconomy was quite under- 
developed with natural cconomy occupying, a predominant position. Given such 
a situation, international cconomic and technical exchanges were often very 
limited. Jn capitalist society, commodity cconomy develops preatly. This 
paturully brings with it the ;reat cevelopment of international cconomic and 
teclmical exchanyes. louchins, on the economic origins of the bourpeois cxplor- 
ation of the world market in th "Manifesto of the Commmnist l'arty Marx and 
Inpels pointed out; iia meed to continuously inercase the sales of products 
sends the bourgeoisic ruanins to al! parts of the world.” (Selected Works of 
Marx and Larels, Vol 1) p 254) The aim or nature of a socialist state's 
eclfort in developing, commodity economy and opening up a world warket is funda 
montally different trom tint of the capitalist state effort. Tut the develop- 
mont of soctalist commocity ccuonm will neturally climinate the isolated and 
inaccessible nature of national ccowomy as the basis of natural cconomy. § It 
calls for reachinjy, out to the world to Introduce advanced teclnolory and man 
apement methods irom developeu states and craw on torcign capital. 't also 
calls for breakiuys into the worl irket and consctousty exploiting the world 
market to pet the advanta,- the relrom of the international division of! labor 
cxchanye of international commoditic: iti historical trend is required tor 
development ol objective thingen., cl wel ‘veloping soctatlist state as ours, 
this is a matter of particular ortance., Ons vuideline of opening up to the 
world is iormtlated ow the i MirRict theory ana the obtect ive ctThands 
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the development of our socialist commodity economy. TITrom this it can be seen 
that recognition of the attributes of commodity cconomy in our socialist ccon- 
omy will naturally call lor practicing, the guideline of opening up to the world 
and using various suitable patterns to strengthen economic and technical ex- 
changes with ftorcign countries and stimulate the development of our moderniza- 
tion effort. 


We must note that the correct guideline of opening up to the world cannot be 
‘asily achieved. 1) To build a base for opening up to the world and to open 

up cities and special economic zones, we must put in large amounts of capital 
and first of all, construction tunds for lundamental facilities involving 
‘construction in scven respects and site leveling.’ 2) We must have an in- 
vestinent environment and supply and sales conditions that attract ftoreisn 
capital. 3) Our enterprises must have the capacity for dizesting, and absorb 
ing, ftorciyn capital and foreign technolory. 4) ‘The products produced by our 
enterprises with capital and technology introduced from foreign countries 

wust have competitive power on the international market. Under the old manare- 
ment system with concentrated administration. cnterprises were cut off in their 
links with the international market. ‘Their costs were high, their efficiency 
poor, and their capacity for capital accumulation very weak. Besides, tech- 
nical proyvress and the pace of upgrading, were very slow. Meanwhile, acdminis- 
trative organs overlapped, with people passing, the buck in doing things. lf 
ficiency was very low. Many problems existed in matters of sipning and cn 
forciny, contracts. Ailjl these stand in the way of the relaization of the policy 
ol openiny up to the world and affect its results. Therefore, we must cffect 

a fundamental reform of such a ponderous, rigid, and lackluster system. All 
this, just as pointed out above, is based on the prerequisite recopnition of 
socialist economy as planned comaodity economy. 


in sum, to recognize socialist economy as planned commodity cconomy and re- 
spect the role of the law of value in the state's macroeconomic policy de- 
cisions and in enterprise microcconomic activitics--will not only stimulate 
cnterprisecs to vie with each other in improving economic results but also 
insure the proportionate and harmonious development of the national cconony 
and make us avoid capitalist economic crises and anarchy. Thus, our cconomic 
work is enabled to more thoroughly get rid of various "leftist influences 
and insure the more vigorous development of our socialist national cconony. 
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POLICY AND ISSUES 


YANJIU ON HISTORY OF BUILDING ECONOMY 
} Beijing JINGJI YANJIU in Chinese No 10, 20 Oct 84 pp 3-12 


rticle by Li Chengrui [2621 2052 3843]: "Building a Socialist Economy 
th Chinese Characteristics--The Great Achievements and Certain Experiences 
nomic Construction in the 35 Years Since the Founding of the Country"] 


ext it is now 35 years since the founding of the PRC. Since that time, 
inder the leadership of the CPC, all the various nationalities of China 
irried out a united struggle and the socialist revolution and 
‘alist construction have seen great achievements. Currently, the 
‘ie of the whole country are concentrating their energies on carrying 
it socialist modernization, and working diligently to attain the formidable 
oal for the end of this century put forward at the 12th National CPC 
neress. Economic construction is the core of socialist construction. 
past 35 vears, what achievements have we made in building a 
ialist economy with Chinese characteristics? What sort of winding 
have we trodden? What basic lessons should we draw from our 
eriences? As we celebrate China's 35th birthday, it is fitting to 
these questions. A detailed discussion would be a massive task. 
irticle, I can only discuss certain basic situations and certain 
wh personal thoughts and experiences to provide food for discussion. 


I 


will discuss the great achievements China has made in socialist 
construction over the past 35 years. 


(90 years, every patriotic Chinese has looked forward to changing 
uuntry trom a poor, ancient civilization to a rich, strong, modern 
Countless worthy people have shed blood and died for this 
However, in the old, semicolonial semifeudal China, moderniza- 
; always an unattainable illusion, which was not and could not be 
ned. Oniy with the founding of the PRC in 1949, when a dictatorship 
ople was established did the people for the first time take their 
nto their own hands, and only then did it become possible to organize 
m economic development in a planned way, and stride toward the 
dernization. 
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When we began to go in for economic construction, we were faced with an 
awful mess of a million and one problems left over from the old China. 
There was very little modern industry, and most of what there was light 
industry; there was hardly a heavy industrial base. Agricultural output 
was extremely low, and many people starved every time there was a natural 
disaster. At the time, with the exception of the old liberated areas, 

the whole society was in a state of economic stagnation, with spiralling 
inflation and a people constantly on the brink of starvation. This, then, 
was the starting point for the economic construction of the new China. 


Over the past 35 years, in order to change this state of poverty and back- 
wardness, we have carried out a massive, arduous, and glorious task in 

the sphere of economic construction, and have made the following three 
achievements: 


First, the establishment and consolidation of socialist relations of 
production. 


The transformation of the old relations of production and the liberation 
of the forces of production is the prerequisite for economic development. 
Following the liberation of the whole country, the people's government 
immediately abolished all the privileges of imperialists in China; 
confiscated bureaucratic capital, transforming it into socialist state-run 
enterprise; carried out land reform in the newly-liberated countryside, 
giving the landless or small-landowning peasants 70 million mu of land and 
other means of production, and abolishing the land rents, which had 
amounted to an annual 35 million tons of grain which the peasants had had 
to hand over to the landlords, so that at last the peasants became the 
masters of the land. All of this forcefully promoted the recovery of the 
national economy. From 1953, the socialist transformation of the system 
of private ownership of the means of production was carried out in a 
planned way. Our party pioneered the road to a socialist transformation 
with Chinese characteristics. By 1956, the vast majority of China's 
regions had basically achieved the socialist transformation of the system 
of private ownership of the means of production. Of course, there were 
shortcomings in this work, and many problems went unsolved for a long time. 
But all in all, the relatively smooth achievement of such a complex, 
difficult, and profound social transformation in a vast country of 
hundreds of millions of people, and the promotion of the whole of the 
national economy, was indeed a great and historic victory. 


Following the 3d Plenary Session of the 11th CPC Central Committee, the 
experiences of history were summed up, the mistaken influence of "leftism" 
in production relations corrected, attention paid to solving problems 

left over from the socialist transformation of the 1950's, and further 
improvements made in the socialist system of ownership in the light of 

the new situation and new experiences. In the countryside, with the 
prerequisite of maintaining the collective ownership system by the laboring 
masses, the economic responsibility system was introduced, linking unified 
with dispersed management, and private plots, household sideline industries, 
collective sideline industries, and market trading were restored, all of 
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which greatly mobilized the initiative for production of the broad masses 
of peasants. In the towns, we are at present carrying out a reform of the 
economic system centered on reforming the widespread problem of "all 
eating from the same big pot," and readjusting the relationship between 
the state, the enterprise and the individual, in which we have made 
initial achievements. 


Looking at the structure of China's ownership system, of the total industrial 
output in 1983, 77 percent was produced by whole-people-owned enterprises, 
22 percent by collectively-owned enterprises, 0.1 percent by individually- 
owned businesses, and 0.9 percent by other types of economic entities 
(including those cooperating with foreign businesses and joint enterprises). 
Of the total turnover of retail social commodities, whole-people-owned 
commerce was responsible for 72.1 percent, collectively-owned commerce 

for 16.6 percent, and individual commerce and market trade (retail turnover 
from peasants to non-agricultural residents) for 11.2 percent. In the 

rural collective economy, 94.5 percent of peasants used the economic form 

of contracting to the household, while other economic forms accounted for 
5.5 percent. The socialist system of public ownership, then, accounts 

for the vast majority of China's national economy. The establishment and 
consolidation of this ownership system provided the basis for the develop- 
ment of China's social forces of production. 


Second, the development of social forces of production. 


Over the last 35 years, China has carried out planned economic construction 
on a massive scale. From 1950 to 1983, investment in fixed assets of 
whole-people-owned units amounted to a total of 1,163,300,000,000 yuan, 
while a total of over 3,800 large and medium-sized projects were built and 
put into operation, along with hundreds of thousands of small projects; 
newly-increased fixed assets from capital construction amounted to 644 
billion yuan, 27 times the total fixed assets of state-run enterprises 

in the early days of liberation; this provided a relatively strong material 
and technological basis for the enhancement of the forces of production, 
the improvement of production development, and the improvement of the 
people's lives. In 1983, China's total social output value amounted to 
1,105, 200,000,000 yuan, 9.7 times more than in 1952 when the national 
economy had completed its recovery, and representing an average annual 
increase rate of 8 percent; the national income was 467.3 billion yuan, 

5.4 times greater than in 1952, and representing an average annual increase 
of 6.2 percent. This speed of growth was not only something never achieved 
in the old China, but unusual in the whole world. Look at the following 
figures showing the state of development of the various economic sectors: 


Industry--gross industrial output value in 1982, 608.8 billion yuan, 

22.4 times greater than in 1952, showing an average annual increase of 

10.1 percent. Of this, light industry grew 15.5 times, an average annual 
increase of 9.5 percent; heavy industry grew 34.7 times, an average annual 
increase of 12.2 percent. The production of some major industrial products 
is now the highest in the world. In 1983, China's cotton yarn, cotton 
cloth, bicycles, and sewing machine production ranked highest in the world, 
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The transport, post, and telecommunications industry--from 1952 to 1983, 
usable railway track increased from 22,900 kilometers to 51,600 kilometers, 
an increase of nearly 30,000 kilometers. Roads open to traffic increased 
from 126,700 kilometers to 915,000 kilometers, an increase of 6.2 times. 
Many railraods are now double-tracked and use electrified trains. Old 
China had no oil or gas pipelines, but by the end of 1983 there were 
10,900 kilometers of such pipelines. Great developments have been seen 
in civil airways, inland watcrway transport, and ocean shipping. The 
transport network over the whole country is gradually becoming more 


rational. Post and telecommunications have also experienced massive growth. 


Domestic commerce and foreign trade--from 1952 to 1983, social product 
retail turnover increased 9.3 times, reaching 284.9 billion yuan. Of 
this, consumer products retail turnover increased 8.2 times, while retail 
turnover of agricultural production means increased 29 times. Market 
prices were basically stabilized. From 1951 to i983, the retail price 
index rose 55.6 percent, an annual average increase of 1.35 percent. 

Over the last few years, some products, in partuclar vegetables, fruit, 
and aquatic products, have seen relatively large price increases, but due 
to the stable price of fixed supply products such as grain, edible oils, 
and so on, and the fact that industrial commodity prices have fluctuated, 
the retail price index showed an overall annual increase of only 2.7 
percent between 1979 and 1983. Foreign trade has experienced relatively 
speedy growth. By 1983, China had established trade relations with over 
170 of the world's countries and regions, and gross import-export trade 
figures rose from $1.13 billion in 1950 to $40.7 billion in 1983, an 
increase of 35 times. Of export commodities, primary products dropped 
from 83.4 percent of total exports in 1952 to 43.3 percent in 1983; and 
industrial finished products rose from 16.6 percent to 56.7 percent. 
Since the 3d Plenary Session of the llth CPC Central Committee, China has 
utilized a total of $14.6 billion of foreign funds, and authorized a total 
of 188 joint investment enterprises. 


As the national economy has grown, there have been great developments in 
education, science, culture, health, and sports, and massive achievements 
have been made in family planning. Over the past 30 or so years, colleges 
of higher education over the whole country have produced a total of 4.11 
million university graduates. At the same time, 7.22 million graduates 
from mid-level colleges and 2.42 million technicians have been trained. 
The child school-entering rate has risen from 20 percent as it was in old 


China to 90 percent. Over the last 35 vears, China's science and technology 


has become able to solve its own problems. The successful research and 
development of the "Milky Way" 100-bit mainframe computer, the launching 
and recovery of a manmade earth satellite, the launching of a carrier 
rocket from underwater, and successful test launching of communications 
satellites points, are symbols of the way in which China is developing 

its science and technology by relying on its own strength, and progressing 
to new levels. China has also made marked achievements in its development 
of films, television, the theatre, literature, the arts and publishing. 
The total number of hospital beds in 1983 was 2.11 million, a 12-fold 
increase over 1952, of which 58.8 percent were directly for rural use. 
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raw coal, chemical fertilizers, and sulphuric acid production ranked third 
in the world, steel production was the fourth highest in the world, 
electricity was sixth, and crude oil was seventh. China has now changed 
from a country importing "foreign oil" to an oil-exporting nation. We 

have now established and developed the car manufacturing industry, airplane 
manufacturing industry, petrochemicals, atomic energy, space, computers, 
modern metallurgical equipment manufacturing, mining equipment manufacture, 
lathe manufacturing, and defense industries, none of which existed in the 
old China. The distribution of industrial regions in China has also seen 
some improvement. 


Agriculture--we have developed large-scale agricultural irrigation and 
water conservation projects. The 300 million mu of effectively irrigated 
land in 1952 had expanded by 1983 to 670 million mu. Initial control has 
been gained over flooding from the great rivers, the Changjiang, Huanghe, 
Huaihe, Haihe, Zhujiang, Liaohe, and Songhuahe. The countryside of the 
old China had almost no agricultural machinery, chemical fertilizers, or 
electricity, but by 1983 it possessed agricultural machinery with a total 
capacity of 245,030,000 horsepower, 841,000 large and medium-sized tractors, 
2.75 million mechanical donkeys, irrigation machinery amounting to 

78.49 million horsepower, and 27,500 heavy goods vehicles. Mechanized 
fields account for 34.1 percent of all cultivated land, and mechanically 
irrigated a5eas account for 56.6 percent of all effectively irrigated land. 
In 1983, a total of 16.6 million tons of chemical fertilizers was used, 
43.52 billion kwh of electricity, and over 7 million tons of firewood. 

From 1952 to 1983, gross agricultural output value increased 2.36 times, 
reaching 312.1 villion yuan. Grain output rose from 163.92 million tons 

to 387.28 miilion tons, an increase of 1.36 times; cotton output rose 

from 1,304,000 tons tv 4,637,000 tons, an increase of 2.56 times; pork, 
beef, and mutton output rose from 3,385,000 tons to 14,021,000 tons, an 
increase of 3.14 times; annual afforestation area increased from 10.85 
million cubic hectares to 63.24 million cubic hectares, an increase of 

4.83 times. The increase rate of grain, cotton, meat, and other necessities 
of life far exceeded the 78 percent growth rate in the population. 


The construction industry--with the development of large-scale capital 
construction, China's construction industry has also grown. From 1952 

to 1983, gross output value in the construction industry increased 14.67 
times, reaching 103.4 billion yuan; net output value increased 7.65 times, 
reaching 23.4 billion yuan. Urban construction personnel reached 7.99 
million people, while rural construction personnel reached 4.83 million 
people. Many heavy, technically complex construction projects hitherto 
impossible to undertake, such as the iron and steel enterprises which 
produce an annual 3 million tons, large-scale coal mines with an output 
of 4 to 5 million tons of coal, and large-scale coal washing plants 
processing an annual 3 million tons of coal, along with highly difficult 
construction projects like the Gezhouba Dam Hydropower Station which 
spans the Changjiang, and the Great Changjiang Bridge at Nanjing, can now 
be designed and carried out independently in China. 
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The incidence of and death rate from infectious and parasi 


which used to seriously damage the people's health before 
have dropped dramatically. Our population mortality rate 
from 25-33 per thousand as it was in the old China to 7.1 


The average life expectancy of China's population has risen 
it was in old China to 67.88 years (66.43 for males and 69.’ 
meaning that it has nearly doubled. (Footnote 1) (According to 
processed statistics on the 1981 life-expectancy rate from th 


population census) In the 35 years since the founding of 


life expectancy has increased at about 1 year per year, a rare 
in the world. Since the beginning of the 1970's, China has made marked 
achievements in its family planning work. The population birthrate ha: 
dropped from 33.43 per thousand in 1970 to 18.62 per thousand in 1983, 
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and during the same period the natural population growth rate droppe: 


25.83 per thousand to 11.5 per thousand. 


Third, the raising of the material and cultural living standards of 


broad masses of the people. 


On the basis of production growth, the average consumption levs 


population has risen from 76 yuan in 1952 to 288 yuan in 1983, an incr: 
of 2.8 times; after deductions for the inflation factor, there 
real increase of 1.5 times, or an average yearly increase of 
Of this, the average annual increase during the first 26 years 
was 2.2 percent, while that of the last 5 years (1979-1983) 
percent. The people's daily calorie intake has risen from 2,270 ki! 
calories in 1952 to 2,877 kilocalories ir 1983, while protein 
risen from 69.6 grams to 82.8 grams, and fat from 28.3 grams 
At the same time, the living conditions of the people have seen 
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improvement. Over the last 30 or so years, the state has allocated 


for a total of 927 million square meters of housing for staff 


t 


of which 395 million square meters was built in the last 


residents have an average per-capita living space of 5.9 square 


al 


compared to 4.2 square meters in 1978. Over the last 5 years, 


have built a total of 2.8 billion square meters of housing, 
each peasant had an average housing space of 11.6 square meter: 


After the broad masses of people solved the problems of heating 


the trend for “takine care of nutrition in food, fashion 
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high-quality household items" has been developing, with changes occu 
in the consumption mix. In 1983, there were, per 100 household 


bicycles, 38 sewing machines, 91 watches, 57 radios, and 


For urban workers and staff, these figures per 100 houscholds 
bicycles, 76 sewing machines, 268 watches, 29 washing machin 
Q 


3 television sets, and 2/7 cassette players. 


fn brief, after 35 years of economic construction, we have 
changed the desperately poor face of semifeudal, semicolonia! 
and built in its place an independent, relatively wel 1l-rounde 
and national economic system, and a socialist state bey innin,y 
Though new China has not been long in existence, and its 
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still in the initial stages, while the Chinese people's living standards 
are still relatively low, and in comparison with the economically advanced 
countries of the world, China's economic level is still relatively backward; 
even though, due to lack of experience in construction, we have made 
certain mistakes, hindering our country from making the achievements it 
ought to have made, nevertheless the achievements already made over the 
past 35 years are unprecedented in the country's history, and are univer- 
sally recognized. 


On the subject of China's achievements in its economic construction, many 
world figures have given relatively cbjective evaluations. The World Bank's 
survey group published a survey report in March 1982 entitled "China: 

The Development of a Socialist Economy," in which it stated: "Over the 

past 30 years, China's hard work toward economic growth has been centered 
on two basic goals. First, industrialization, in particular the establish- 
ment of a heavy industrial base; second, the elimination of all the worst 
aspects of poverty and hardship." "Because individual income from private 
property does not exist, we do not see in China, as in other developing 
countries, the coexistence of extremes of poverty and prosperity. Though 
the average consumption level has risen quite slowly, the most marked 
achievement of the last 30 years has been precisely to make its low-income 
population much better off than in the vast majority of other poor countries 
in terms of basic needs. They all have work to do, their food is assured, 
the majority of children get relatively good schooling, and the majority 

of people enjoy basic health care and family planning services. The average 
life expectancy now in China--and the fact that it is decided by so many 
social change factors may possibly make it the best possible symbol of the 
extent of actual poverty in a nation--is 64 years (China's official 
Statistics for 1979 were 68). For a country with an average per capital 
income the level of China's this is quite outstanding." 

One thing particularly worth pointing out is that over the last 5 years, 
just as the capitalist world has been suffering an economic crisis, and 
recovery has been very slow, China's economy, under the guidance of the 
correct line of the 3d Plenary Session of the llth CPC Central Committee, 
has been bounding toward prosperity. There has been much international 
comment on this. West German Chancellor Schmidt, when discussing the 
future state of the world's economy, said: "China has been the only big 
country in the world not to suffer the attack of the various crises. 

It has neither suffered from an economic crisis, nor the East-West crisis.’ 
(Footnote 2) (See RENMIN RIBAO 1 Dec 83) The UN World Food Council has 
taken China as "a model" to show to other developing nations. And when 
China repaid its debts ahead of sch:dule in 1983 it received praise from 
the IMF. 


The facts of the last 35 years, especially the last 5 years, prove that 
with the superior socialist system and the correct leadership of the party, 
we can definitely catch up and eventually take over the capitalist nations. 
We are full of faith in China's socialist modernization. Just as Comrade 
Deng Xiaoping pointed out: "Socialist China does not yet compare with the 
advanced capitalist countries in terms of its economy, technology, or 
culture; this is a fact. But this is not something created by the 











socialist system itself: Basically speaking, it has been created by 
preliberation history, by imperialism, and feudalism. The socialist 
revolution has already greatly decreased the gap between China's economic 
development and that of the developed capitalist countries. Though we 
have in the past made some mistakes, we have still done in 30 years what 
old China failed to complete in hundreds or thousands of years. Without 
a doubt, once mistakes are corrected, we will grow faster than any 
capitalist country, and do so in a more stable and more protracted way." 
(Footnote 3) (Deng Xiaoping: "Uphold the Four Basic Principles" 
"Selected Works of Deng Xiaoping" p 153) 


II 


Below, we will take a look back at the winding course of development 
China's socialist economy has taken over the past 35 years. 


To carry out socialist economic construction in a large, highly-populated 
Eastern country which has just come out of semicolonialism and semi- 
feudalism, is a special, complex historical task. Marx expounded on the 
building of communist society--including its primary stage, socialism-- 

in terms of general principles. Lenin and Stalin led the cause of socialist 
construction in the backward capitalist nation of Russia. But the question 
of how to apply the general principles of Marxism-Leninism to the realities 
of China, and to build a socialist economy with Chinese characteristics, 

was something only the Chinese people themselves could solve. Due to the 
fact that the practice of socialist construction in the world did not 

have a long history, though the laws of socialist social development were 
already relatively clear, there were more laws which had yet to be explored; 
and due to the fact that we had little experience of socialism, and there 
were gaps in our knowledge and analysis of China's situation, we made 
certain mistakes and detours on our road of advance. But through these 
mistakes and setbacks, we were able gradually to deepen our knowledge of 
China, and were able gradually to step onto the road to victory. 


The econemic construction over the last 35 years may be divided roughly 
into the following periods: 


l. The period of national economic recovery and the first 5-year plan 
(1950-1957). 


During this period, we only had experience of economic work in the revolu- 
tionary base areas, and no experience of nationwide large-scale economi: 
construction. Problems were dealt with cautiously, and diligent examination 
of the situation carried out. At the 2d Plenary Session of the 7th 

CPC Central Committee convened on the eve of the nationwide Liberation, 
Comrade Mao Zedong pointed out that "from the point of view of the whole 
country, the ratio between industry and agriculture in China's national 
economy before the anti-Japanese war was about 10 percent for modernized 
industry and around 90 percent for agriculture and handicraft labor. 

This is the consequence of China's exploitation by the imperialist and 
feudal systems, the manifestation of the economic essence of old China's 
semi-colonial, semifeudal society, and the basic starting point of all the 
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problems we have encountered during the Chinese revolutionary period and 
that we will encounter for a relatively long period following the victory 
of that revolution.” (Footnote 4) (Mao Zedong: “Report to the 2d Plenary 
Session of the 7th CPC Central Committee," "Selected Works of Mao Zedong" 
Yol 4, 1966 People's Publishing House horizontal-lined edition, p 1,320) 
At the time, this basic analysis of China's situation was in line with 
objective reality. The veriod of economic recovery and the first 5-year 
plan following the nativnwide liberation consisted of economic work guided 
on the basis of this basic analysis of the state of the nation. After 

3 years of hard work, the national economy, which had been subject to the 
serious ravages of 12 years of war, had already recovered, and by the end 
of 1952 China's industrial and agricultural production had reached the 
highest levels in history. Following on from that, the CPC Central 
Committee put forward a general line for a period transition, and on that 
basis drew up the first 5-year plan. In practice, the majority of the 
targets set in the “first 5-year plan" were attained ahead of schedule. 
The gross industrial and agricultural output value rose at an annual 
average rate of 10.9 percent, while the national income rose 8.9 percent; 
the ratios between the various sectors were relatively well adjusted, and 
economic efficiency was relatively high, while the lives of the people 

saw marked improvements. Important achievements were also made in 
socialist transformation during this period. But in the last stage of this 
period, the socialist transformation showed problems of overtight demand, 
shoddy work, overrapid changes, and overmonolithic forms; economic 
construction began to tend toward lack of realism and rashness. 


2. The “Great Leap Forward" Period (1958-1960) 


In the face of the above initial achievements, arrogance, complacency, 
and overhastiness grew steadily, and the basic fact was overlooked that 
China was still a highly-populated, economically backward country. Many 
uccessful experiences of the "first 5-year plan" were forgotten, and the 
effect of subjective hard work was exaggerated. [In developmental goals, 
a “oreat leap forward" speed was pursued, instead of active but stable 
development. On the issue of ratios, the slogan "take steel as the key 
link" was raised, and the need for proportional development and overall 
balance neglected. In the relations of production, people's communes were 
ordered without any preliminary investigation or real experimentation, 
and the slogan "big and communal" pursued blindly. Private plots and market 
trade were abolished, along with piecework and bonuses, negating the 
principle of "to each according to his work." The result of all this was 
that the national economy became seriously unbalanced, economic development 
suffered a massive decline after its initial boost, and economic efficiency 
dropped sharply. These mistakes, along with some objective factors, 
brought serious losses to the party and people. 


3. The period of readjustment of the national economy (1961-1965). 
Our mistakes and difficulties sobered us up. In the winter of 1960 the 


CPC Central Committee decided on a policy of readjustment, consolidation, 
enrichment, and improvement. On the basis of this policy, we were to 
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continue to readjust the ratios of the national economy, primarily resto: 
agricultural production; readjust production relations, carrying out 
“three levels of ownership based on the production brigade" in peo 
communes, and overcoming the “communist wind" and egalitarianism; and 
greatly reduce accumulation, guaranteeing the basic livelihood of th« 
people. Measures adopted in line with this policy were as follows: 
reducing investment in capital construction; increasing revenue and 
economizing on expenditures, in an effort to balance finances and credit 
controlling inflation, and stabilizing market prices; cutting down on 

staff and workers, and reducing the urban population; strengthening tl 
first line of agriculture, and rectifying and readjusting enterprises, 
shutting down some factories and mines, and so on. These policies and 
measures began to work swiftly. From 1963 to 1965, gross agricultural! 
output rose at an average annual rate of 11.1 percent, while gross industria 
output value rose annually at 17.9 percent, and the national income at 

14.7 percent. Of course, this high rate had a lot to do with the fact 

that China was recovering from a trough, but it can be seen that recove: 

and development were carried out smoothly. Economic efficiency ros 
markedly, and many quotas reached record levels. The national income 
increased, and life saw some improvement. By late 1964, the task o! 
readjusting the economy was basically complete, and the national cconom 

had made a complte turn for the better. However, generally speaking, tiv 
economic policies of this period were forced by the situation, and tle 
"leftist" mistakes of the previous period had by no means been genuine | 
realized in terms of ideology; therefore, as soon as the situation 

for the better, it was difficult to avoid making the same mistakes 

Over again. 


4. The decade of internal chaos (1966-1976). 


In 1966, we entered the period of the third 5-year plan. I[t was ori 
envisaged that the basic tasks for the “third 5-year plan" would be t 
following: to make great efforts to develop agriculture, and basica) | 
solve the people's food, clothing, and other daily needs; to appropr 
strengthen national defense, and work hard to grasp sophisticated technolo; 
to strengthen basic industry, and develop communications, commerce, ecuca- 
tion, and science. However, the "cultural revolution" began in 1966, 
and the above tasks became impossible to carry out. Nationwide polit 
chaos seriously attacked our economic construction, and economic po! i: 
and plans were thrown into chaos. Looking at the facts, this period wo 
a continuation of the "left" mistakes of the Great Leap Forward. |! 
concrete manifestations were: one-sided stress laid on increasiny oul 
value in development targets, with no consideration given to economi: 
efficiency; continuing stress on "taking steel as the key Link” in t 

of ratios, and a one-sided stress on heavy industry; in production 
tions, the pursuit of the policy of “transition through poverty,” and 
"cutting off capitalist tails; in the people's lives, wages were frozen, 
so-called bourgeois rights were condemned, and egalitarianism pract! 

and in the field of foreign relations, the so-called "foreign slaw 
philosophy” and "toadyism" were condemned, and an isolationist poli 
pursued. During this decade, production order was seriously dama 
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Even though there was resistance and hard work on the part of the broad 
masses of cadres and people, enabling the national economy to lim along, 
and experience some growth from time to time, nevertheless great losses 
were suffered. For several years, there was negative growth in production; 
and in some years, economic growth occurred only by inappropriately 

tapping funds accumulated before the "cultural revolution,” along with 
plundering of energy ard other natural resources, and keeping living 
standards artificially low; all of this created many “debts” in production 
and life. During this period, the ratios of the national economy also 
went right out of proportion again; economic efficiency dropped considerably 
and the people were subject to great difficulties in their lives. 


5. The new period of historical development (Since October 1976). 


The successful smashing of the Jiang Qing counterrevolutionary clique in 
October 1976 brought China into a new period of historical development. 
During the first 2 years of this period, industrial and agricultural 
production recovered relatively swiftly. However, “leftist" guiding 
thinking was not condemned, and certain mistakes were made in economic 
construction, such as overhasty expansion, and so on, exacerbating the 
already existing imbalance and dislocation in the national economy. 


The 3d Plenary Session of the llth CPC Central Committee, convened in 
December 1978, reestablished the Marxist line, and represented a most 
deeply significant and massive historical turning point in the history o! 
the party. The plenary session decisively put a stop to the use of the 
slogan “take class struggle as the key link," which was unsuited to 
socialist society, and put forward the strategic policy of shifting the 
emphasis of all party and national work onto socialist modernization, 
thereby creating the premise necessary for the smooth implementation o! 
socialist economic construction. The plenary session also put forward 

the principle of paying attention to overcoming the massive imbalances in 
the national economy, and drew up decisions on speeding up agricultura! 
growth; in addition, it put forward the policy of carrying out rectifica- 
tion, renewal, upgrading, and reform of the national economy, and demanded 
that mistaken "leftist" tendencies, which had existed for a long time, 

be corrected and diligently eliminated. The 12th National CPC Congress 
put forward the formidable goal for economic development to be reached b 
the end of this century, along with a whole series of principles and polici: 
The implementation of the decisions made at the 3d Plenary Session of the 
llth CPC Central Committee and the 12th National CPC Congress have achiew 
massive results. Through readjustment, from 1973 to 1983 the ratio between 
accumulation and consumption was readjusted from 36.5:63.5 to W.0:/70.0, 


while the ratio between agriculture, light industry and heavy industr 

was readjusted from 27.8:31.1:41.1 to 33.9:32.1:46@.0. This then corrected 
the long-existing phenomenon of overaccumulation, and overemphasis on 
heavy industry. During the 5 years concerned, the average annual growth 
rate for agriculture was 7.9 percent, for light industry the figure wa: 


11.2 percent, and for heavy industry the figure was 5.1] percent. In the 
same 5 years, reform of the economic system was carried out in an active 
but stable fashion. In the countryside, the household contract responsi- 
bility system was introduced to great effect, with harvests increasing 











every year. The urban reform has already seen initial results, and is 
going ahead smoothly. The open door policy has got off te a pood start. 
Thc long-existing problem of “all eating from the same big pot” and the 
influence of isolationism are in the cess of being solved and eliminated. 
On the basis of developing production, the party and state have adopted 

a whole series of measures to improve the people's lives. Rough estimates 
show that the annual average net per capita income among peasants has risen 
from 134 vuan in 1978 to 310 yuan in 1983, a yearly increase of 18.3 
percent. Staff and worker households have an averaee per capita income 
available for use on living expenses of 526 vuan, up from 316 yuan in 

1978, and when price fluctuation factors are taken into account, this 

means an annual average increase of 7.4 percent. This has changed the 
long-existing situation in which fairly rapid production growth did not 
improve the people's lives significantly. Since early 1984, the national 
economy has been in a gratifying situation of relatively speedy growth, 
relatively rational proportions, and high economic efficiency. 


Locking back over the last 35 years of economic development, it is my 
opinion that we may divide the period into two broad stages separated by 
the 3d Plenary Session of the llth CPC Central Committee: the first 
lasting 29 years and the latter 6 years. During the first 29 years, 
encompassing the first through the fourth period mentioned above, we 

lacked knowledge of the laws of China's socialist economic construction, 
and even when we gained some correct understanding on occasions, it was 
often not consolidated or acted on, so that we suffered setbacks and 
reverses, and, is well as making great achievements, we suffered serious 
losses. Our achievements were the main thing, but we also learned some 
profound lessons. During the second stage, we summed up the ;.sitive and 
negative lessons of the previous 20 years and more, deepened our under- 
Standing of the laws of China's socialist economic construction, and 
gradually established a correct toad to socialist modernization suited to 
China's conditions. Of course, this road will have to undergo constant 
improvement and development in practice in the future. In China's socialist 
economic construction there still exist many “kingdoms of necessity” which 
we must come to understand, but since the 3d Plenary Session of the llth 
CPC Central Committee we have consolidated, recovered, and established the 
ideological line of seeking truth from facts, have managed to combine the 
universal truth of Marxism-Leninism with the concrete practice of China, 
and have upheld the principle that practice is the sole criterion of truth; 
so though some shortcomings and mistakes have appeared, thev are relatively 
easy to correct. This will bring about the constantly successful progress 
of our socialist economy. 


iif 


Lastlv, we will discuss the basic experience of China's socialist economic 
construction over the last 35 year 


Comrade Deng Xiaoping pointed out that “our modernization must go ahead on 
the basis of China's actual conditions. in both revolution and construction, 
attention must be paid to studvine and learning from foreign experiences. 
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the Chinese people have always had the fine tradition of living thriftily 
and putting up with hardship, and struggling for their country, but at 
the same time the influence of capitalist thinking left over from the 
semicolonial, semifeudal period has yet to be completely eliminated; 

and so on. When drawing up the principles, policies and measures for 
economic construction, it is necessary to carefully consider all aspects 
of China's situation. 


fhe building of a socialist economy with Chinese characteristics requires 
the solution of certain problems. Which problems? They cover an extremely 


wide area, and in this article it isimpossible to discuss them all. I! 
shall raise the following few issues only: 


First, we must have construction goals suited to our country's condition. 
Only with appropriate struggle goals can we form a correct strategy and 
tactics. Since the founding of the country, our goals for construction 
have gone through several changes. The overall line put forward in the 
early 1950's for the period of transition was relatively realistic. Later, 
from 1958 with the call to "surpass Britain and catch up with the United 
States in 15 years," to 1978, when it was decided to carry out the four 
modernizations by the end of this century, and the call, leading on from 
this, to "build ten Daqings" and “ten Anshan Iron and Steel Companies" 

in a few years, all of these were unrealistic from the point of view ot! 
China's realities, they all demanded excessive speed, and lacked a program 
for the protracted struggle. Under the guidance of such thinking, we 
often took the road ot high speed--high accumulation--low economic 
efficiency--low consumption. Of course, the sort of pessimism and inertia 
which fails to see the superiority of the socialist system and under- 
estimates the various potentials within it is also incorrect. 


Followine the 3d Plenary Session of the llth CPC Central Committee, Comrade 
Deng Xiaoping started with a deep analysis of China's conditions, and on 
this basis put forward a program for two long strategic stages in China's 
modernization plan, and two levels of strategic goals. He pointed out: 
"Over the next 20 years, we must develop China's modernization to a stage 
where everyone has a comfortable standard of living, and then continue 
to provress, gradually attaining a high degree of modernization." 
(Footnote 6) (Deny Xiaoping: "Thoroughly kKeadjust Principles, and Assure 
Stability and Unity" in "Selected Works of Deng Xiaoping" p 315) At the 
me time, he put forward the specific goals for reaching a comfortable 
standard of living. This strategic thinking scientifically solves the 
question of the goal for China's socialist economic construction. 


The 12th National CPC Congress, on the basis of the above thinking of 

Deng Xiaoping, put forward the first stage of the strategy, that is, 

from 1980 to the end of the century, to quadruple the gross agricultural 
and industrial output value. This goal involves raising economic etficienc 
is the premise, and quadrupling as the standard, and controlling population 
srowth as the condition, and raising the standard of living of the people 

is the aim; it is also connected with aspects such as increasing national 
strenct ind defense power, and developing science and technology. rhe 








12th National CPC Congress put forward the strategy for the first decade 
(1980's) and the second decade (1990's). All of this has inspired the 
fighting will of the people for the four modernizations, and encouraged 
them to actively but stably progress toward them. 


The strategic goal put forward at the 12th National CPC Congress is nation- 
wide and comprehensive, and must be made more specific by each region and 
department. Lately, the various regions and departments and even many 
enterprises have all actively researched into and drawn up their own 
Strategic goals. This is a good thing. But there is one issue which 

must be taken care of, which is that to say that the whole nation must 
quadruple output does not by any means imply that each region, department 
and enterprise must quadruple output. It is good that everyone is ardent 
in their desire to contribute to the modernization, but if every single 
region, department, and unit quadruples output, the sectors cannot be 

made proportionate, or regional deployment or enterprise mix made more 
rational, neither can overall balance be achieved. Another question is 
that the formulation of regional and departmental goals requires a thorough 
understanding of the 12th CPC Congress documents, the rich content of that 
congress" report, and in particular of the thinking that economic efficiency 
must be put first. We must definitely unite speed, proportion and economic 
results. Here, economic efficiency plays a key role, and we must absolutely 
not restore the situation of sacrificing economic efficiency for output 

and speed, blindly expanding construction scales. Here, it is necessary 
for nationwide, comprehensive departments to give even better guidance to 
regions, departments, and enterprises, and to listen to the opinions of 
those regions, departments, and enterprises. There should be links 
between top and bottom, such that the specific goals of the economic 
construction may be in line with reality. 


Second, we must have ratios and economic mix suited to China's conditions. 
During some period in the past, our national economic ratios developed 
fairly rationally, but due to the influence of "leftist" thinking, the 
viscious cycle of "turn for the better--rash advance--loss of proportion-- 
readjustment" repeatedly appeared, bringing great losses to the national 
economy. Practice has proved that "taking steel as the key link," "long- 
term balance," and "leaving gaps" are mistaken theories. Of course, 
insisting on absolute balance with no regard for speed or other considera- 
tions is also unrealistic, and does not help economic development. Since 
the 3d Plenary Session of the llth CPC Central Committee, the major ratios 
which were seriously irrational have been readjusted; while the 12th 
National CPC Congress put forward the task of emphasizing the solution of 
the agricultural problem, the energy resources and communications probiems, 
and the science and education problems. This thinking which, stresses 
grasping key points and promoting balance, reflects the demands of objective 
laws. Of course, in order to carry out in a specific way the correct 
principles of the 12th National CPC Congress, much work has still to be 
done. This requires profound research into the ratios between accumula- 
tion and consumption, the rational calculation of the ratios between 
agriculture, light industry, and heavy industry, and, related to this, 

all the other secondary ratios, including the ratio between accumulation 
used to increase fixed assets and that for liquid assets within accumula- 
tion, the ratio of capital construction invested in production construction 
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to nonproduction construction, the proportion of national financial income 
within the whole of the national income, and the overall balance between 
finance, credit, goods and materials, and foreign currency. At the same 
time, a realistic and rational approach must be taken to the production 

mix in the national economy, including industry, agriculture, the construc- 
tion industry, transport and communication, commercial services and the 
internal mix of all of these sectors, the structure of the various service 
sectors, the national economy's technological structure, enterprise scale 
structure, and regional deployment, urban arrangement, and so on. 


Third, we must have relations of production suited to the state of China's 
forces of production and helpful to their development. Since the founding 
of the country, we have built up and consolidated a socialist public 
ownership economy, and carried out a planned economy and distribution 
according to work, all of which is correct: but under the influence of 
"leftist" thinking, production relations to a certain extent became 
divorced from the real state of China's forces of production. The 12th 
National CPC Congress summed up historical experience, and established the 
correct principles of developing a mixed economy with the state-run economy 
as the main part. In May 1984, in the "government work report" delivered 
to the Second Session of the Sixth NPC by Comrade Zhao Ziyang, the 
important policy of grasping the reform of the economic system was put 
forward; at the same time as continuing to grasp the rural reform, steps 
were to be taken to strengthen the urban reform, and starting with the 
solving of the relationship between state, enterprise and worker, the 
various reform measures suited to the present state of China to be built 
up and proceed together. This economic system reform has similarly 
important and profound significance to the socialist transformation of 

the 1950's. At present, all areas of the country have gone into action, 
and are actively carrying out the reform. In order to do it properly, 

we must definitely liberate our thinking, start with the real situation 

in China, and thoroughly eliminate the influence of previous "leftist" 
thinking. System reform is an exceptionally complex issue, and must be 
carried out through a combination of exploration and progress, by "feeling 
our way across the river." We must remember the mistakes and shortcomings 
which occurred during the socialist transformation of the 1950's, so as 

to avoid the reoccurrence of too much emphasis on speed, lack of care in 
our work, overhasty changes, and too much uniformity. We must reform our 
enterprises into Lively, strong concerns, and promote the great development 
of the social forces of production. 


Fourth, we must have foreign economic policies suited to China's inter- 


national situation. Experience since the founding of the country has 
proved that we must, on the basis of self-reliance, actively expand foreign 
economic and technological exchange. On the basis of the principles of 

the 12th National CPC Congress, Comrade Zhao Ziyang said at the Second 
Session of the Sixth NPC that we must zrasp the reform of the system and 
the open door policy as two great tasks in our economic work from now on, 
and actively develop the special economic zones, further develop the 
coastal cities, and work hard to create a new situation in foreign 


economic and technological exchange. In order to understand how to carry 
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out these principles, we must sum up experience, gain in understanding 
e situation, and constantly progress in-depth. 


<perience of economic construction since the founding of the country 
been extremely rich. In a certain sense, we have gained two great 
's from our 35 years of economic construction: one has been material 
1in, that is, the concrete achievements of the construction; and the 


ther has been a spiritual, ideological gain, that is, our valuable 
e. These two things are important, indispensable bases for our 
future progress. We must pay attention to these material gains, but even 
ore attention to spiritual gains. The CPC Central Committee has now 
ummed up, on a Marxist basis, all of these experiences. Of course, these 
meclusions constitute principles, and much work on the part of theoretical 


ind practical workers will have to be done to produce concrete conclusions 
mm our experience. Even better summing up and publicization of the 
experience ot the last 35 years, and the constant examination of new 
ituations and problems represents a glorious task. 
he building of a socialist economy with Chinese characteristics, and the 
ion of a country of a billion people, is a massive, wonderful 
and arduous task. We must, through the cycle of practice, understanding, 
more practice, more understanding, and constantly deepen our knowledge 
’ hina's situation and of the laws of socialist economic construction. 
believe that under the leadership of the CPC, we will definitely 
‘© to overcome any problem encountered on our road of advance, 


step by step achieve the great goal of China's socialist modernization. 
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PROVINCIAL AFFAIRS 


ALU0L BOOSTS INDUSTRIAL, AGRICULTURAL PRODUCTION 
OWLLO007 beijing, XLNWUA Domestic Service in Chinese U0L07 GNT UG bec U4 
ly reporter Tian Xucxiang] 


{Lxcerpts| Hefei, o bec (XINNUL)--bDespite the problem of natural disasters 
in apriculture ana the shortaye of cucrsy supply in industry, the ;ross an 
nual valuc ol industrial and aj,ricu.tural production in Anhui Province this 
year is over 30 billion yuan, thus prefullilling the present target by i year 
wth the total grain output and the average per-capital income in rural arcas 
wave cxeceded the targeted figures ot 40 billion jin and 500 yuan respective 
vecouse Oi these achievements, the province has won praise from leading 
cowrades at the central level. 


According, to data provided by the Anhui l’rovincial Statistical bureau. tli 
province's cconomic situation this year is the best since 1979. in agri 
culture 21 countics were hit by natural disasters last year. This year, 
iithou,b natural disasters hit aj;ain alllicting 30 million mu of cropland, 
the province still reaped a bumper harvest with total prain output cstimated 
ut 42.1 billion jin. The yross valuc of ayricultural production is csti-: 
atec at 14 billion yuan, up by 10 percent compared with last year. = ihe 
ross valuc ol industrial procuction this year is expected to reach 10 bil 
liow yuan, a 127.4 percent increase over Jast year. Yinancial revenue is ec 
pected to surpass last year's tipure by more than 12 percent. In rural arca 
averaye »er-capital income is cstimatcd at about 350 yuan. 


fic jJudtial success in retormin;,, tie ccononic structure has brought new vital 
ity to Anhui's economy. The province's industria! output valuc ior the [first 
() months of this year amounted to 16.4 billion yuan, up by 14.2 percent con 
arcd with last year's correspondiny, period and surpassing the average tor 
the cutire country. lTromw January to October, prolits rose by 21.1 percent, 
Lion. paid ana proiit turned over to the state inercased by 1/.1 percent, 
uud sales procceds went up by 15.6 percent compared with the corrcespondin 
period dast year. The numver of villaje and town cntcrprises in the province 
i rown to sowe 260,000 an increase olf wore thun iour times over last year. 
fhese cnterprises cmploy 2.14 million people, or 12.5 percent of the rural 
labor jorce in the province. Ly the cad of November, the provinee had by an 


aryc fullilled its annual Linancial revenuc bud;.ct. The average prowth rat 











of financial revenue was faster than the prowth rate of the tetal valuc of 
industrial and agricultural production. 


through the practical work of retorm, leaders at all Levels anc the broac 
masses in Anluwi Province have perceived the great potential to develop the 
province's cconomy and have increased their coniidence in cuacrupling, their 
sross annual industrial and agricultural production by the end of this century. 
The provincial] Ci’ comaittee and y;evernment are dctcrminca to implement a ore 
{flexible policy, put Gaphasis ov developing, the cconomy of poor arcas, and 
wake a success of the reiorw oi the urban cconomic structure so as to win 
still greater victorics in 1905. 
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"Guangzhou Has Decided to Expand the City Proper"! 
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ontrolled. This will satisfy the needs of implementing an open-door 
nd carrying out economic construction. This proposal has been 
pproved by the 10th session of the &th Provincial People's Con 
ommi t tec 
t present Guangzhou city proper is composed of th. tour distrix 
ywhesan, Yuexlu, Liwan and Haizhu, with a total population of 
e city proper of Guangzhou, which covers a total area of 54. 
eters, is the smallest among varivus bip cities throughout the 
lation density in the city proper of Guangzhou is second on! 
fhe average population per square kilometer is 35,/00. This is 
with the lopment of economic construction. Therefore, ex; 
roper, reducing its population, and easing the crowded living, : 
ecome 4 task of top priority. 
fter expansion, the city proper will be cxtended to Dapingw 
, ng Township, Detang Village, and Shiliugang in the sout! 
taikeny, and Xikeng Village along Guangyuan Road in the nort! 
he suuthern water route of the Zhu Jiang in the west; and | 
ingzbou Road in the east. The total area of the city proper 
ndecd to 92./ square kilometers. 
lition, ftanshul District will be established, covering, thu 
hy dongilleng, the Guangzhou livestock farm, Cheboy Ww. 
t rth; Guangzhou Road and Guangcong, Road in the west Cincl 
fianhe zone); and the Huangpu area in the east. the tot 
trict will be 102. aquare kilometers. Fangcun Dist: t 
shan water route in the south; the bank of the ! ii 
, Lochun in the west; and the southern lam f 
t he total area of this rict will be re} 








After expansion, the population of the city proper wil] be limited within ? 
million by the end of this century. Some otf the population and some 
enterprises as well as establishments in the city proper will be moved in 
planned way to the outskirts, the outer suburbs, and to economic and technica! 
development areas which are to be established soon. Units and residents in 


the outskirts and outer suburbs will be strictly restricted from moving into 
the city proper. 
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GANSU CONGRESS OF INDIVIDUAL WORKERS OPENS 3 DEC 
HKO41309 Lanzhou Gansu Provincial Service in Mandarin 1100 GMT 3 Dec 84 


[Excerpts] The first Cansu Provincial congress of individual workers opened 
in Lanzhou this morniny and ig being attended by 172 delegates, of whom 42 are 
state cadres who engage in work of the individual economy or who work in 
departments concerned and 130 are the representatives of individual house- 
holds. 


[Duan Kaisheng|], responsible comrade of the preparatory gruup of the 
provincial association of individual workers, gave a work report at ftir 
congress. He reported the situation in the development of individual indus- 
try and commerce and ip the preparatory work for the provincial association 

of individual workers. He said: Since the 3d Plenary Session of the Lith CPC 
Central Committee, industry and commerce in which individuals engage have been 
resumed and have developed relatively quickly. By the end of September this 
year, the whole province had 111,538 individual industrial and commercial] 
households which comprised some 160,000 people. The number of these 
households excceded the number of individual commercial households in 1953 
which was then the largest after liberation. The volume of business in the 
first three quarters of this year reached some 290 million yuan. The restora- 
tion and development of urban and rural individual industrial and commercial 
households has played an active part fo invigorating the economy, speeding up 
exchanges of urban and rural materials, promoting production, providin, 
employment opportunities, increasing wealth for society, and serving the 

Mad SSCS. 


Comrade Liu Bing, Huenyg Luobin, (Yany Zhilin), and Hou Zongbin, attended 
today's opening ceremony. Leading comrades of the provincial federation of 
trade unions, the provincial women's federation, the Cansu Provincial CY! 
Committee, and the provincial federation of indusivy and commerce attended the 
congress and delivered speeches of grecting. 


CSO: 4006/142 








PROVINCIAL AFFAIRS 


BRIEFS 


JILIN HANDLES ECONOMIC CASES—So far, Jilin Province has concluded 86 percent 
ot the economic criminal cases. A total of 16.67 million yuan worth of 
stolen money and goods have been returned. [Summary] [Changchun Jilin 
Provincial Service in Mandarin 1030 GMT 6 Dec 84 SK] 


SHANGHAI'S GONGREN BAO REDESIGNATED--A tea party was held on Li December 

to mark the occasion of redesignating the Shanghai GONGREN BAO [WORKERS' NEWS| 
is LAODONG BAO [LABOR NEWS|. Hu Lijiao, second secretary of the Municipal 
CPC Committee, attended the party and spoke. [Summary] [Shanghai City 
Service in Mandarin 2300 GMT 11 Dec 84 OW] 
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ECONOMIC DEVELOPMENT ZONES 


GUANGZHOU SEEKS FOREIGN CAPITAL FOR PROJECTS 
Guangzhou YANGCHENG WANBAO in Chinese 2/7 Aug 84 p 1 
[Article: “Guangzhou Will Announce 191 Import Projects" | 


[Text] A spokesman for the Guangzhou foreign economic and ¢: 
commission revealed to a reporter of this paper that, at the 
commodities marketing exhibition and the economic and techni 
tion discussion meeting soon to be held in Hong Kong, Guan; 

announce 191 foreign economic and technical cooperation pro| 


developed in the near future for selection by foreign firms 
in investing in Guangzhou. 


Among the 191 projects, 4/7 belong to the Huangpu economic and 
development zone. Most of tne 145 industrial projects invo! 
renovation and the development of new science and technolo g: 
materials and products. The larger projects include the f 
Guangzhou Yuanhua Microcomputer Corporation plans to import 
equipment, with an annual output capacity of 8,000 to 10,000 
personal microcomputers, and 10,000 sets of computer softwar 
categories. The Guangzhou No 3 Steel Rolling Mill plans t 
production equipment with an annual output capacity of 25,00! 
tons of color-coated steel plates. Tourism and urban devel: 
jects include the Lianhuashan and Nankunst.an tourist spots, 


Disneyland and the devel] of Guangzhou City's Haizhu § 
Tianhe District. In re foreign firms interested in 
and cooperation, the Gua. u municipal government will, 


the relevant provisions of the central government, grant the 
favorable preferential treatment in import and export custor 
industrial and commercial taxes and income taxes, and in op 

them part of the domestic market. 


6080 
CSO: 4006/3-A 








AGGREGATE ECONOMIC DATA 


BRIEFS 


SHANDONG METALLURGICAL INDUSTRY--As of 2 December, the metallurgical indus 
enterprises in Shandong Province prefulfilled the annual steel, pig iron, 


rolled steel, ana iron ore production plans. the output of steel, pig ir 
and rolied steel increased by 10.15 percent, 4.14 percent, and 9.95 perce 
respectively, over the corresponding period of 1983. [Excerpt] [Jinan Shan 


Provincial Service in Mandarin 2300 GMT 3 Dec 84 SK'i 
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ECONOMIC MANAGEMENT 


JINGTI YANJIU ON PRICE REFORM DIRECTION, MODELS 
HKO41249 Beijing JINGJI YANJIU in Chinese No 10, 20 Oct 84 pp 13-20 


[Article by Lou Jiwei [2869 4949 0251], a student at the Research Student 
Institute of the Chinese Academy of Social Sciences, and Zhou Xiaochuan 
[6719 1420 1557], a doctoral research student at Oinghua University: 
"Discussing the Direction of Our Nation's Price System Reform and Its 
Models''--written in September 1984] 


[Text] The Serious Impediment to the Development of the National Economy 
Posed by the Present [rice System 


Pricing affects the national economy in many ways through channels such 

as allocation and profit guidance and consumption effectiveness. Virtually 
all major obstacles faced by ovr national economy at present are closely 
related to the irrational price structure. Here, we would Like to make a 
rouch analysis of the following several problems. 


1. The production capability structure and the product mix are obviously 
imbalanced and some products, usually in short supply, are now in extremely 
short supply. This prevents overall national strength trom being brought 
into play. At the same time, many departments have not fully utilized 
their productive capability. If there is a rational industrial structure, 
when the scale of production and construction reaches the limits of 
national capability, the productive capacity of most of the departments 
will also be strained. Seen from our nation's economy, for many years 

the scale of the economy has been restricted by the shortage of a smali 
number of primary products. For a long period, this has been difficult 

to overcome (in the text below, “short supply restricting national 
strength" refers to this irregular structural problem where a small 

number of products in short supply cause excessive restrictions). Ina 
sealed economy where planning is entirely of a mandatory nature, the lack 
of sufficient import-export regulatory capacity and supply-demand regulatory 
capacity, makes it necessary to utilize the principle of equilibrium for 
products in short supply. At such times the extent to which national 
strengths are brought into play may be relatively poor. In an open 
economy, import-export capacity should be fully utilized to supplement 
those products which are in short supply domestically, thereby raising 
overall national income. But, if the domestic price of primary products 
which are in short supply is too low, the imported supplement will have 





to be heavily subsidized. If this amount cannot be calculated in the 
overall accounts, then it will be difficult to fully bring into play the 
regulatory role. We can see that these products in short supply which 
restrict the national economy are often those which have obviously low 
prices, as is the case of energy resources, communications, and the three 
raw materials over the last few years. In one respect, they have been 

the bottlenecks in the national economy. In another respect, because 
their prices were too low, the production departments did not oring full 
capacity into play and user departments wasted great amounts and gave 

no thought to substitute materials. Under present conditions, the results 
of applying mandatory planning to various aspects of supply and demand, 

in order to increase production or to economize, have not been too great. 
It can be said that the phenomenon of short supply restricting national 
Strength, which has been formed under these conditions, is a false image. 
If the price of products in short supply is raised, then through the supply 
elasticity of pricing (the supply side will increase production), demand 
elasticity of pricing (the user side will practice economy), and substitu- 
tion elasticity of pricing (the user side will try to use substitutes), 

in the microeconomy there will be a spontaneous effect. Also through the 
role of investment and profit guidance, the future productive capacity for 
products in short supply will be raised. In this way, it is possible to 
increase the supply of those products at present in short supply. National 
strength can further be brought into play and national income will 
inevitably be increased. Of course these measures can bring with them 
many negative effects and so various supportive policies should be used. 


The conflict in supply and demand created by products being in short 
supply is an important objective basis on which, in the society, the 
prices of various commodities in short supply and means of production in 
short supply are raised In our nation's present conditions, on the one 
hand it is necessary to strengthen price management to prevent illegal 
raising of prices and the resultant difficulties. On the other hand, 

we must persist in the planned readjustment of prices so that at an 

early stage we can get rid of the phenomenon where contradictions in the 
product mix seriously restrict national strength. When three or four 
types of goods or materials are concurrently in short supply, some comrades 
are unduly worried and believe that it is necessary to reduce the economic 
scale. This is precisely because we have not mastered and not even 
started to utilize the powerful economic levers. Since we lack more 
effective methods, we have to make a relatively painful choice. We can 
see from international economic comparisons that the situation in our 
nation's economy of products in short supply having a restricting effect, 
is very prominent. However, there exist several! possible avenues for 
appropriately resolving this problem. 


The disproportion between the prices of primary products and those 
of manufactured products has caused macroeconomic interests to deviate 
from microeconomic interests. This has resulted in the local investment 
structure being seriously warped and, for a long period, it has not been 
possible to improve the supply of such products or the infrastructure. 
[In our nation, the prices for agricultural products, energy, the three 
raw materials, communications and telecommunications have for a long period 
been divorced from the relationship of equilibrium between supply and 
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accounts as calculated by the enterprises in regard to imported and exported 
products, are obviously not in accord with the accounts as calculated by 
the state. This has resulted in a scramble to export those products which 
Should not be exported and import those which should not be imported, and 
central finances have had to provide a huge foreign trade subsidy. 
Actually, this is a manifestation of low economic results. Seventh, 
because the supply and demand relationship has not been fully taken into 
consideration, we have been unable to implement a policy of higher prices 
for excellent quality. For this reason, for a long period, there has 
existed the phenomenon of restricting the advanced and protecting the 
backward. In general then, the losses which have occurred in economic 
results as a consequence of the irrational pricing system have been huge. 


Ihe Curative Effect of Different Pricing System Reform Programs on the 
Existing Maladies 


Something which is being spoken of quite often now is the production 
pricing system. This price-fixing idea uses the average production cost 
of products and adds the average profit on social funds [she hui ping jun 
zi jin li run 4357 2585 1627 0971 6327 6855 0448 3387] to determine the 
product price. In form, it is very like Marx's production price theory, 
but on close analysis, it can be seen that the price-forming conditions 
are completely different. The essential difference is that the subject 
which determines the price form is different. In Marx, the subject is 
society, but according to the production price-fixing method, the subject 
is the planners. This difference between the two can give rise to basic 
differences in economic activities. 


Marx's production pricing theory can be understood as: In a completely 
competitive market, supply and demand determines price fluctuations, whil 
prices control the flow of essential elements in production and proceed 

to control changes in the production structure. Production pricing is 
thus the general result of supply-demand equilibrium and price competition. 
Because the primary product demand elasticity is quite low, the supply 
elasticity is restricted by natural resources and is often insufficient. 
Under these conditions, and as a result of equilibrium in the supply of 
ind demand for raw material and products, pricing can reach an equilibrium 
at the cost level of the extractors of low-grade raw materials. In the 
process of achieving price equilibrium, there will also be a balancing 

f supply of, and demand for material goods, a rational deployment of 
funds, rational changes in the consumption structure and production 
structure, the development of new technology, the raising of product 
tuality and other active economic readjustment processes. 


‘rices fixed in accordance with the production price price-fixing method 
being put forward now, will lose or basically will not bring into play 
these active readjustment processes which are described in Marxist works 
is “socially rational." Using average departmental costs and the rate of 
iverage profit on funds as a base is obviously beneficial to raising the 
utilization rate of funds and reducing blind investment. But, at the same 
time, it is necessary to realize that this recognizes the rationality of 








the various existing structures. Prices set in this way cannot guarantee 
upply-demand equilibrium, and it is not possible for their economic 
to be too good. In practice, low-grade material cost is rot a 
e concept, and actually these should be determined on the cost at 
supply-demand equilibrium is achieved. Thus, it is virtually 
ible to artificially determine what low-grade material costs are. 


he present production price price-fixing theory and Marx's production 
theory have such great differences in substance and in their 
tion, we should treat them in different ways. In the analysis below, 
e production pricing methods mentioned are all connected with the 
1t production price price-fixing method. 


ne production pricing system can make income distribution more rational 
nd resolve the phenomenon of unfairness. At the same time, it does not 
ate with production cycles or investment cycles. Seen from a static 
nt, neither is there a danger of continued inflation. However, 
is not beneficial to overcoming the phenomenon where short 
tricts the scale of the economy. It cannot ensure rational 


istrivution of raw materials or effectively promote the growth of national 
income. As the profit rate from investment in any direction will be the 
ame, it will result in investment being "without a trend." This is a 
le tter than blind and duplicated investment but it will not promote 
il investment direction or rational structural changes. Seen from 
-te! oint of view, neither can it support the implementation of 
deve ent strategy. In the same way, the production pricing system 


no assistance to bringing about rational changes to the 
ption structure. 


equilibrium price refers to that price at which, under ample market 
mditions and relying on market forces, the amount of supply 
is equal to the amount of demand. Under ample market mechanism conditions, 
problems with equilibrium pricing are as follows: First, supply 
equilibrium pricing is of particular assistance in guiding 
erm equilibrium in production and consumption. Under the guidance 
icroeconomic policies, it helps in fully bringing into play 
national strength. But, long-term structural changes are conditioned 
nsumption patterns and are not necessarily the same as 
‘tructural changes. Second, short-term supply-demand equilibrium 
sily be affected by production cycle fluctuations. This is 


ise with pricing feedback information and production regulation, there 
ulatory seasonal sluggishness [tiao jie shi zhi 6148 4634 2514 3333] 
t out by the investment cycle, the life cycle, and the circulating 


ver cycle. This regulatory seasonal sluggishness often causes 
to be unable to keep abreast of changes in demand, giving rise to 
illed cobweb phenomena periodic fluctuations. When several 
pete for the same raw materials, it can happen that several 
enomena interweave. This situation has already appeared widely 
ition's commodity product markets, especially in the agricultural 
product markets. Third, in the situation where overall 
not effective, in fixing prices it will be necessary to 











handle firmly the question of currency inflation. Fourth, if we wish to 
adopt supply-demand pricing, ample mobility for important elements in 
production should be permitted. The producer's income will not be even 
and at the same time irrational income distribution will occur. 


In our country where there is no absolute competition, prices balanced 

by natural forces on the market may be disorderly and inconsistent. 

In the macroeconomy, they do not reflect the supply and demand equilibrium 
for individual products, and there is the chance that undesirable aspects 
of supply-demand pricing may be exacerbated. However, under theoretical 
non-monopolistic conditions and seen from the expected value of the 
supply-demand pricing system (this can be understood simply as the median 
value of price fluctuations calculated on the principle of supply-demand 
equilibrium), this system of pricing is advantageous to the national 
distribution of natural resources. It is also beneficial to overcoming 
the immediate phenomena of materials in short supply restricting the scale 
of the economy. Thus, in the short-term, it can cause national income to 
be increased. In terms of the present and short-term situation, it is 
beneficial to the rationalization of the investment structure and to 
strengthening infrastructure such as energy, communications, and so on. 

It is also useful in strengthening investment in the many major develop- 
mental projects. But we must realize that supply-demand prices fluctuate 
and can give rise to various types of periodicity. There are no necessary 
guarantees to prevent currency inflation, and if there are no classified 
product tax rates or subsidy policies, it is not possible to guarantee 

the rational distribution of income. In order to retain the various good 
points of supply-demand pricing in regard to the national economy, and to 
avoid the effects of the laissez-faire freedom of non-idela markets, we 
propose supply-demand equilibrium guided prices. That is, under our 
nation's present conditions and by macroeconomic planning, those theoretical 
prices obtained through the overall supply-demand equilibrium of various 
products. These will take into consideration our nation's long-term 
development strategies, the rationalization of income distribution ard the 
curbing of those factors giving rise to economic fluctuations. They will 
be established on the basis of the real role of market regulation in the 
national economy but will also eliminate the distorting effects of some 
non-ideal markets. Under our nation's present economic conditions, it 

is difficult to realize an ideal market and, for major products, we must 
still use planned pricing. In regard to these important products, we 
should fix planned prices in accordance with supply-demand equilibrium 
guided prices. In the process of continued improvement of structural 
readjustment aad market regulation, this price-fixing method can act as 

a necessary transitional measure as various products gradually move toward 
floating prices. 


In our nation's economic life, the decisionmaking power of localities, 
enterprises, and individuals is being expanded in order to arouse enthusiasn 
at various levels, and regulation by market mechanism has already becom 

a decisive force. But, in another respect, under the conditions o! 

relaxed price control, various phenomena of illegal raising of prices 

have occurred. This makes us soberly realize that the market is tar fron 
ideal, and that a gradual transition is required. Also, the market urgent] 





needs the lever of pricing to promote structural readjustment, the raising 
of economic results and the improvement of investment direction. From a 
long-term point of view, we need to guarantee continued high-speed develop- 
ment to achieve the social and economic goals for the year 2000. These 
above all constitute the requirements of and conditions for this price- 
fixing idea. 


The advantages of supply-demand equilibrium guided prices are lacking in 
other pricing systems. Also it is difficult for other systems to supply 
what is urgently needed by the national economy. Its disadvantageous 
aspects can be restricted by various appropriate methods. In balancing 
the advantages and disadvantages, it is obvious that we should not abandon 
those extremely important economic interests. It is precisely because 

of this that we advocate a careful policy analysis to seek appropriate 
transitional forms and reliable measures, to work hard to achieve maximum 
gains with minimum losses. 


The Starting Point in Price Reform 


We believe the most outstanding problem in the current planning system 

is that the prices of some primary products (including communications, 

and posts and telegraphs, whose position is similar to that of primary 
products) are too widely divorced from supply-demanding pricing. This 
results in huge losses for the national economy. If the prices of primary 
products are gradually radjusted to become more rational, it will also 
provide a gocd base tor the readjustment of the prices of processed and 
manufactured goods. At that time we will be able to assemble much valuable 
information on the consumption coefficients of raw materials used in 
various types of manufactured goods and the possibility of replacing these 
raw materials. Conversely, the readjustment of the prices of manufactured 
products can give rise to changes in the structure of manufactured products 
and can influence the overall demand for some primary products, but in 
general this influence is fairly minor. 


Our nation's present pricing system is a long way from being a rational 
one. During the transition to a rational system, we must pav attention 

to political and economic stability, the cont ol of currency inflation and 
the rationalization as far as possible of income distribution. These 

will be very arduous tasks. One countermeasure could be to rely on huge, 
tight mathematical models and at one stroke calculate price-reform programs. 
But many difficulties would remain. It is difficult on the theoretical 
level to gain a concensus by using models. Policy considerations within 
models are often simplified to the extreme and because the models are 
yreatly divorced from rational systems, the errors brought about by 
parameters and procedures are quite obvious. Also, large-scale readjust- 
ment plans without intermediate feedback information are not easily 


iccepted by policy-makers. If it is only taken as a system for calculating 
prices and is not tested in practice, it is also difficult to convince 
people. Another countermeasure cc .d be gradual readjustment in batch 

ind in stares, with the scope of each readjustment not having to be to 
large. In the readjustment process, mixed models will be used, polit 
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analysis will be stressed, and efforts will be made to make policies fit 
together. The advantage of this is that highly predictable and influential 
product prices will first be readjusted in one step. On the one hand 

there will be readjustment while on the other, there will be the collecting 
of data and the amending of coefficients. Wher many readjustments are 
being carried out, feedback information will be continually received. 

in one respect, this will test and verify the model while in another 
respect it wi:l test and verify pricing reform results and the correctness 
of overall economic reform thinking. We believe that the latter counter- 
measure is more reliable. As for the question of arranging the precedence 
of the prices to be readjusted, we believe that we should start from the 
major primary products (including basic services, communications, posts 

and telegraphs, and so on). We will thus be able to resolve the present 
bottlenecks in the national economy and also make the gradual readjustment 
of prices easier. 


[here is one point in doubt and we believe that it must be more fully 
liscussed. After the prices of eight types of non-staple foodstuff 
products were raised, there occurred illegal raising of prices. Some 
people have begun to suggest that price reform should have as a condition 
the formation of a buyer's market. If we proceed from the general demand 
process and the prevention of currency infiation, this is comprehensible. 
lf it refers to the relationship between price ratios and the structural 
juestion (for example, the question of the eight types of non-staple food- 
stuffs) then price reform should be a prerequisite for forming a buyer's 
market. If prices do not change, unless there is control over complete, 
effective mandatory planning authority, it will be difficult to cause 
scarce commodities (not including scarce commodities resulting from 
monopolies) to change into a buyer's market. Seen from the experience of 
socialist countries, when supply-demand relationships become tense to a 
dangerous degree, prices have to be readjusted. As for those commodities 
which are priced too low, if their prices are not readjusted, a buver's 
market cannot spontaneously come into being. In the same way, price 
retorm and results have this sort of relationship. In one respect, 
improved results are, in non-inflationary conditions, a condition for 
price reform. But in another respect, if prices are not reformed, economic 
results in many fields cannot be basically improved. It can be seen that 
prices and the market commodity structure are contradictory, and that 
prices and results are mutual cause and effect. We cannot wait until 
conditions are good before carrying out readjustment of prices. As for 
the relationship, under the precondition of there being no effective way 


to control the general supply of money, between the readjustment of 
prices to promote economic growth and the pressure of currency inflation, 
e are afraid that this is a question which requires earnest study and 


issessment. We must act now in this regard. 


rop ed Pr i «~ Reform Plans 

mn othe hasis of the above analysis, the price retorm plan proposed by) 
this article is one whic h, under the conditions of combining tax and 
ubsidy policies, taking into full consideration the overcoming of 
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lemand. Not only has this been an important factor in restricting the 
yearly economic scale, but has also produced the phenomenon whereby the 
rection of local and enterprise investment has seriously violated the 
national economy's rational industrial structure and development strategies. 
\n important aim of the reform of the economic structure is to attempt to 
irouse enthusiasm through expanding autonomy. If, because of irrational] 
rices, this enthusiasm is to a considerable degree reflected in blind and 
luplicated construction in the local areas, then it would be necessary 

to withdraw some of the autonomy given in order to guarantee the rationalit 
t the proportions and structure of the national economy. Due to the low 
rices of primary products and infrastructure, they are unable to attract 
local investment. Only the central authorities take the initiative to 
irrange such investment. Our nation in regard to the problems of centrali- 
zation and decentralization has, over the last several decades, fluctua- 
tingly followed a circular path of control leading to rigidity followed 

by relaxation leading to chaos. This, we are afraid, is very dangerous. 
Thus, we must make a breakthrough in pricing system theory and practic« 

sO as to promote a unanimity in macroeconomic interests and microeconomi: 
interests. This is an important key for the socialist economy. 


3. If the consumption structure cannot develop quickly, this will obutruct 
long-term economic growth. Experience in developing national economic 
rowth has shown that, on the basis of satisfying the most basic needs 
of subsistence, swift national economic growth has always occurred on the 
basis of swift change in the production structure and consumption structure. 
Swift economic growth is symbolized by industrialization. It also requires 
that the proportion of industrial goods in the consumption structure be 
speedily increased and the proportion of agricultural goods be speedily 
decreased. Experience and figures show that when per-capita income reached 
>400 to $500, the proportion of foodstuffs in consumption can fall to 
below 30 percent. The achievement of this cannot be divorced from the role 
pricing. In most socialist countries, the impertance of price stability 
is stressed to different degrees. The actual proportion of foodstuffs 
in consumption is quite high and, following economic development, the 
reduction of this proportion is quite slow. This is to say, the impediment 
posed to national economic development by the speed of agricultural 
development is quite large. If the conditions for agriculture in a country 
ire not good, then the development of the whcle economy will be obstructed. 
in the consumption structure of our nation's inhabitants (including pub] ic 
onsumption), the foodstuffs proportion is very high and its reduction 
is very slow. Apart from the pricing question, this is also related to 
the rapid growth in population and the fact that basic requirements are 
still not yet completely satisfied. Thus the order of priority must be 
icriculture and light industry followed by heavy industry. On the 
basis of this trend of development, if there is no price restructuring, 
when per-capita income reached $500, the actual proportion of foodstuffs 
in consumption will be over 45 percent. In general, it is very difficult 
to maintain a high speed of development for agriculture over a long period 


f time. Thus economic growth will naturally be subject to the serious 
impediment of agricultural development. We believe that the influence of 
the demand tructure on ¢ momic growth is a subject worthy of great 


it tention, und that ricing is one of the most important levers in 


he demand structure. 








From the above problems re tion, investment, nsumption 


structure we can see that ings tructure are, thr t, 
accompanied by econoni rowth. his is especially so in t! eriod when 
per-capita income is quite low (meaning the period when per- ta income 
is $200 to $1,000). Thus, tion's development plam tor the 
next two decades, the task of structural readjustment will not : be 

a task in the first 10 years but a in the second 10 years. t is just 
that the many years of deficiency will make the task of structural readjust- 
ment appear more prominent 1 the first 10 vears. Thus the 

pricing as an economic lever for structural readjustment s! iven 


long-term consideration. 


4. The irrational pricin tructure h produced irrational! tribution 
of income which has influenced the enthuaism of enterprises a the rational 
distribution of ther kev elements. hi is common knowledegx« 1 it is 


unnecessary to repeat details. 


5. Economic results and the pricing; stem are extremely closely related. 
Our nation's economic result ire quite poor and improvement in economic 
results quite often fails to reach the planned level. Experience has shown 


that it is not very effective to rely on mandatory targets in improving 
economic results. lt is necessary to link economic results with micro- 
economic interests, to cause the enterprises to bring into pi their 


internal motivation. One of the most important levers for achieving this 
is pricing. At present, the situation where there are many low targets 
for economic results is very closely related to the irrational pricing 
system. We only cite a few major aspecta of this: First, because prices 
are too low, there is serious waste of scarce raw materials and products 
in short supply and little enthusiasm for practicing economy and using 
substitutes. Second, the fact that some prices are greatly divorced from 
supply and demand has promoted the situation where supply and demand are 
disjointed, great amounts of products are overstocked, and much of the 
circulating funds are taken up. At the same time, as the supply of and 
demand for raw materials in short supply is disjointed, it is not possible 
to ensure the needs of all enterprises through the market or through 
normal ordering of goods. This caus« the enterprises to compete in 
building up their stocks of materials in short supply, which actually 
results in the distribution of raw materials in short supply becoming 
more irrational. Ihus, these materials are in even shorter supply and 
circulating funds are further taken up. The present rate of circulating 
fund utilization in our country is shocking. Third, incorrect pricing 





signals [jia ge xin hao 0116 2706 0207 5714] have caused great blindness 


and duplication in the direction of investment by localities and enter- 


prises. After establishment, plant ire operated below capacity, and this 
means a low rate of fixed asset utilization. Fourth, irrational pricing 
leads to irrational distribution of income and affects the labor produ 
tivity rate of some enterpris« ind individuals. Fifth, because there 

is no rational regulation of the supply of and demand tor product in 


short supply and because, in fund utilization, there is no rational 


pricing, it leads to a general length ne of the capital construction 


period. sixth, ( bust pricin l t rational, the profit and 1 
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NCJT YANJLU ON DEVELOPING BACKWARD REGIONS 
HKU61Li5i Beijing JINGJI YANJIU in Chinese No 10, 20 Oct 84 pp 68-71 


Article bv Qian Zhiweng [6929 0037 5040] of the Oinghai Provincial 


social Science Institute: "A Discussion of Strategic Guidelines for the 
ononr evelopment of Underdeveloped Provinces and Regions" | 
Text | ertain provinces and regions in the north and west of China, 


lue to natural conditions and historical reasons, have always been 
inderdeveloped. After over 30 years of construction following the lLibera- 


tion of the whole country, the economy saw relatively swift development. 
However, in comparison to the eastern and southern coastal provinces and 
cies, there is still a wide gap. In the process of achieving the great 
trat goal set out at the 12th National CPC Congress and carrying out 
1e clalist modernization, in the question of how correctly to draw y 
ategy for the economic development of the underdeveloped regions and 
rrovinces, it is my opinion that the following issues should be considered 
in our guiding thinking. 
|. It is Necessary to Draw Up Strategic Goals for Economic Development 


Appt riate to the Actual Characteristics of the Underdeveloped Provinces 


hen drawing up a strategy for the economic development of underdeveloped 
rovinces and regions, it is necessary to base ourselves on objective 
iatural and economic laws, and to take full account of the characteristics 
f those regions, exploiting their advantages and making up for their 
leficiencies, seeking truth from facts, and to avoid drawing up infeasible 
ylans on tl basis of “assumptions.” For example, Qinghai is an under- 
veloped province, and its primary characteristic is its wealth of 
latural resources. So far as present surveys show, Oinghai has China's 
st plentiful deposits of salts, asbestos, lithium, iodine, and other 
irces--a total of 10 in all--of which it possesses 97 percent of th 
‘ntire country's salt deposits, and high percentages of the country's 
» and natural aikaline deposits. In the upper reaches of the Huang 
thich lie within Oinghai's boundaries, there is a total of over 
illion kilowatts of hydropower, which is able to provide energy for th 
tation mines. lhere are 500 million mu of usable grassland, 


» percent of the country's entire usable grassland, and as 
n is it ts managed properly, it can contribute even greater things to 











the state. Second, natural conditions are relatively special. Its height 
above sea level is relatively great, with 60 percent of the province 

lying over 4000 meters above sea level. There are great fluctuations in 
temperature, with vast differences in night and daytime temperatures; 

its climate is generally cold and its rainfall low, but it has a verv high 
evaporation rate. There is a serious lack of freshwater resources also. 
Qinghai'’s vegetation is sparse, with only 0.26 percent of its entire area 
covered by forest, making it the least afforested region of China. All 

in all, Qinghai may be seen as a cold, arid region, with weak ecological 
conditions. Third, agricultural production is limited by these natural 
conditions, and for a long time to come it will be difficult to achieve 
self-sufficiency in grain. 


In light of the above characteristics, the definition of strategic thinking 
and an economic development strategy for the opening up of Oinghai should 
be based on the establishment of a heavy-duty structural system centered 
on the provision of natural resources. Full use must be made of the 
grasslands, and great efforts made to maintain and develop animal husbandry 
production. To this end, local industry must concentrate on developing 
those industries and spheres of production linked with the exploitation 

of natural resources, and, where conditions exist, certain industries 
involved in the processing of natural resources should be developed. On 
the basis of technological and management standards and the principle of 
macroeconomic efficiency, the maximum depth of processing for each area 
should be defined, and the best possible programs for natural resource 
processing should be chosen. Of course, local industry must also serve 
agricultural and livestock production, and efforts must be made to create 
a series of famous-brand local products with local color and suited to the 
needs of the national minorities. Agriculture and animal husbandry should 
concentrate mainly on raising the commodity rate of agricultural and 
livestock products, and on gradually decreasing the state grain subsidies. 
Great efforts must be made to conduct overall management of the grasslands, 
increasing the growth rate of grass and the quality of livestock, and 
decreasing the livestock mortality rate; we must work hard to contribute 
more to the state, and raise the living standards of the livestock-rearing 


masses. 


In my opinion, this way of drawing up strategic goals for the economi« 
development of Qinghai Province is in keeping with the actual conditions 
obtained in Qinghai, and thoroughly feasible. 


Socialist economic construction must respect objective economic and natural 
laws; in the past, ve more than once divorced ourselves from reality when 
drawing up development plans, and were taught a profound lesson in the 
process. Henceforth, we must draw on these lessons. 

2. We Must Realize the Unitary Nature of the Public Ownership Economy, 

and Establish a Step-by-step Concept of Development 


In the study of the economics of underdeveloped regions, there is a 
tendency to study the arrangement of the forces of production in isolation 
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” , 


aware of the basic characteristic of the public ownership system, and 


recognize the difference in the stages o: development between developed 
ind underdeveloped regions. 
Me e Must Make the Issue of Universal Enhancement of Economic Performance 


a Strategic One 


oor economic performance is a universal problem in underdeveloped provinces 
ind regions. According to statistics from eight underdeveloped provinc<¢ 
and regions, Nei Menggu, Guangxi, Cuizhou, Yunnan, Xizang, Ningxia, 
Xinjiang, and Qinghai, the labor productivity rate in whole-people owned 
industrial enterprises is 20 to 40 percent lower than the national average, 
while output value fund rate, output value tax rate, speed of fund circu- 
lation, and other major economic indices in industrial enterprises, are 
renerally all lower than national averages. In 1982, the per-100-yuan- 
capital tax rate was only one sixth of the national average, while the 
amount of enterprises making losses was over double the national average. 
Over the past 5 years, local financial income amounted to only 22 percent 
of overall financial income. The problem of economic performance directly 
limits Vinghai's economic development and the improvement of its people's 
material and cultural lives. 


Poor economic performance represents a kind of loss, and for underdeveloped 
regional economies is in fact a counteractive force. This may be seen in 

1 situation in which production is lessened in conditions of tne same amount 
of investment, or investment has to be increased for the same output. 

But at the same time it represents a sort of potential, meaning that as 

long as management is improved, and the production initiative of the 
laborers enhanced, the production forces may be developed swiftly with 

no extra investment, narrowing the gap between backward and advanced 
regions. Therefore, for underdeveloped regions, there is no choice but 

to take seriously the task of improving economic performance, and find 

i solution to it on the high plane of strategic development. 

[tf underdeveloped regions are to carry out the overall improvement of 
‘cconomic performance, they must solve the following three problems: 


- 


First, liveliness and effectiveness. This is the basic factor acting on 
economic performance, and an enterprise which lacks liveliness and effec- 
tiveness, no matter what its technological facilities are, cannot possibly 
perform well. The improvement of economic performance reflects the 
function of management, and to a greater extent represents the issue o! 
our own work. 


second, the problem of readjusting enterprises. Ihe poor economi: 
performance of some enterprises is due not wholly to subjective factors, 

ut also to the arrangement of products. In our past work, this sort of 
problem cropped up in a large proportion of enterprises; it is a congenital 
shortcoming in enterprises, and without basic rectification it cannot be 
solved. For those enterprises with a seriously irrational arrangement of 


products, backward commodities, and wrong production orientation, appropriat 
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A financial market is where creditors (units with excess funds) and borrowers 


(units short of funds) contact each other and where different kinds of 
financial instruments or negotiable securities change hands. The signifi- 
cance of our country's recent opening up of financial markets is that 
within a definite sphere a place is created for direct contact and inter- 
course between units wuch have excess funds and units which are short of 
funds in the national economy. They provide both parties with the 
necessary financial and credit instruments and the relevant credit forms 
that they may adopt. They offer to the uniis with excess funds various 
choices concerning the direction of investment, investment form, investment 
conditions, and so on. Likewise, to the units which are short of funds 
various choices are available concerning the source of funds, the form 

and conditions of raising funds, and so forth. This makes it possible, 

on the one hand, for the movements of lending and borrowing to reflect 

the demands of the two sides of supply and demand, and, on the other, for 
extrabudgetary funds to be subjected to the guidance of the state plan. 
Following this type of basic thini.ing, the possible methods of procedure 
in the recent opening of financial markets may be mentioned as follows: 


l. Documentation of commercial credit. Our country has banned commercial 
credit in general. However, because commodity production is governed by 
its own special laws, over the years commercial credit has, in reality, 
been in existence. It has not taken the documentary form, but rather the 
verbal form or the form of being registered in the books. But experience 
has shown that verbal credit is not as good as credit registered in the 
books, while the latter is not as good as the use of credit instruments. 
Documentation of commercial credit is advantageous to developing commodit: 
production and commodity exchange rationally, to speeding up the movement 
of funds, and, especially, to strengthening control by banks by means of 
the procedure of discounting notes. 


2. Developing the business of discounting of notes by banks. Insofar 
as banks are concerned, discounting of bills is one form of credit-granting 


business which is in harmony with commercial credit. This form of business 
easily reflects the quality and quantity of banking work and is advantageous 
to strengthening control of the use of funds by banks. At present, our 


country has not yet enacted a bill. In order to prevent bad checks in 

commercial credit there should be a regulation requiring that an enter- 
P . . , , ° ' 

prise, after selling goods on credit, should take the buving unit's 


promissory note to the buving unit's bank for endorsement of guaranteed 
payment before applying to the bank to have the note discounted. 
3. Developing the rediscounting business of the Central Bank and coordi- 


nating the pelicy on the rediscount rate with regulating the supply of 
funds, thus in turn regulating the economy. 


+. Allowing the direct blending of fund etween units with excess funds 

and units which are short of tunds. lo 1 e thi ending of funds possible, 
it will be necessary for companies to i ie bond | shares. Unde 

current conditions in our country, I bel ye that rr the present security 
markets in iy country should deal principally i nds, while dealing in 
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pening of financial markets versus capitalism. In my opinion, we 
should ditferentiate between the common forms and certain commonly used 
tools and methods of modern civilization and commodity production on the 
one hand, and the concept of capitalism on the other. The commodity 
commodity advertisements, laws on patent rights, negotiable 


‘7 ‘7 


securities, and so on formed by modern civilization and commodity productior 

are the necessities of any social structure engaging in commodity production. 

We must not, as soon as we discern that we are using certain measures of 

economic management employed by capitalist countries, forthwith condemn 

them as being capitalistic. Although in appearance there are certain 

similarities, in essence the socialist commodity production we are 

vigorously developing is different from that of capitalism. The principal 

point of difference is that in our country the socialist public ownership 

system occupies the leading position, whereas under capitalism, the systen 
private ownership of the means of production is practiced. Moreover, 

the purpose or so¢ ialist commodity production is to satisfy the needs of 

people at large and the system of distribution according to work is 

enforced on the basis of the public ownership system, whereas capitalist 


production has the purpose of seeking the utmost surplus value on behalt 


of the capitalists and gives rise to extensive exploitation. 


3. Opening of financial markets versus the problem of speculation. 

nder the prolonged influence of the theory of refuting commodity production, 
ertain comrades equate exchange with speculation, making us insufficient] 
d to expand the scale of commodity exchange and leading us to ban long- 
distance selling and transportation of goods, far less to engage in the 
direct blending of funds or in securit transactions. In my opinion, 
under a planned economy of vigorously developing commodity production, 
security transactions, principally speaking, constitute a guidance 
mechanism which has the function of partially directing and guiding 
commodity producers to engage in investment and production or to shift 
their investment or to withdraw their investment, enabling funds, to a 
definite degree, to adopt a good form of natural and rational circulation 
Speculative practices are found in the exchange of commodities and are 


I 
likewise found in security transactions. I believe that there are two 
sides to an objective evi.luation of the effects of speculative activities. 


; 
n the one hand, speculative activities promote the rational circulation 
commodities and funds; on the other hand, they may cause aisorder and 


sruption in production. In our country, the main components taking part 
exchanges or transactions are enterprises and units under the socialis 


stem of public ownership and there is unanimity in their basic inter 
herefore, we have far better conditions than capitalism tor bringing t 
sitive factors of transactions in financial markets into full play and 
Yr overcoming the passive factors. In addition, in the security transac 


tions in our countrv spot transactions should be the rulin; 


be onl supplementary. 
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1.2 yuan for those earning more 


irning less than 100 yuan. 


Inner Mongolia: 1.2 yuan. 


Shaanxi: 1.1 yuan for those earning more than 100 yuan and 1.3 


for those earning less than 100 yuan. 
Shanxi: 1.2 yuan. 
Gansu: 4 yuan. 


Ningxia: 1.3 yuan for those earning more than 100 yuan 
for those earning less than 100 yuan. 


Xinjiang: 1.6 yuan. 


15. Qinghai: 1.3 yuan for those earning more than 100 yuan 
yuan for those earning less than 100 yuan. 


16. Tibet: 2.0 yuan. 


17. Anhui: 1.1 yuan for those earning more than 100 yuan an 
yuan for those earning less than 100 yuan. 


Jiangsu: 1.1 yuan for those making more than 100 yuan and 
for those making less than 100 yuan. 


Shandong: 1.1 yuan for those making more than 100 yuan and 
tor those making less 1 1.3 yuan. 


zanejiang: 1.1 yuan. 
Fu } Lan: ] 4 yuan. 
Jiangxi: 1.2 yuan. 


Hunap: L.3 yuan. 


Hubei: 1.1 yuan. 
25. Sichuan: 1.3 yuan (1.1 yuan for work conferences within the 
province). 
Guangdong: 2.2 yuan for those earning more than 100 yuan and 
yuan »* those earning less than 100 yuan. 


Guanexi: 1,3 yuan for those earning more than 100 yuan and 1.5 
for those earning less than 100 yuan. 














28. Yunnan: 1.5 yuan. 


29. Guizhou: 1.4 yuan. 


(Note: The Beijing Food Supply Office provides a list of guest houses, 
restaurants and hostels that completely provide non-staple food 
according to the special needs of users: the No 1 Guest House of the 
Business Management Office of State Council Organs and the Xishan 

Guest House, the Guest House of the General Office of the Standing 
Committee of the National Peeple's Congress, the Guest House of the 
Zhongzhi Management Office, Wanshoulu Guest House and the Cuimingzhuang 
Guest House, the Jingxi Guest House, the No 1 Guest House of the General 
Staff, the No 1 Guest House of the Beijing Military Region, the Xiyuan 
Restaurant, the Beijing No 4 Guest House, the Dongfang Restaurant, 

the Guest House of the Workers’ Stadium and the General Political 
Department Guest House.) 
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VIEWS ON ESTABLISHING CHINESE SYSTEM OF ACCOUNTING THEORY 


Beijing KUAIJI YANJIU [ACCOUNTING RESEARCH] in Chinese No 3, 30 Jun 
84 pp 34-36 


[Article by Yan Dawu [7051 6671 0063} selected from NONGYE HUIJI YANJIU 
[AGRICULTURAL ACCOUNTING RESEARCH STUDIES] No 1, 1984 by Xiao Jian [2556 
"My Views On Establishing a Chinese-Style System of Accounting 
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xt] "Founding a Chinese-style system of accounting theory and methods 
focused on economic results" is a general need, and this article will 
discuss certain personal views on putting it into effect and the need to 


’ 


1. The Specific Contents of a System of Accounting Theory and Methods 


A system of accounting theory and methods is a system of knowledge on 
accounting practice accumulated by mankind. This system should scienti- 
answer the following six questions: 


that are the nature, function and role of accounting? This is the 
basic theoretical question of accounting, and its contents include 
iccounting's properties and functions and its position and role in 
management and administration. 


Accounting circles at home and abroad have always had varying views on 
the social phenomenon of accounting. The dominant Western viewpoint is 
that accounting belongs to the category of S&T, is concerned only with 
development of productive forces, and is a technical method to handle 
data. Along with the development of accounting practice, although there 
have been some changes in the specific language defining accounting, 
essentially there have not been many major changes. By the late 1970's, 
“information systems theory" had become the most prevalent viewpoint in 
foreign accounting works. This viewpoint is that “accounting is an 
information system", and its purpose it to provide "highly significant 
economic information" to all concerned sides. Based on this understanding 
of the nature of accounting, the following views are extended on the 
function, position and role of accounting: The basic function of 
accounting is to report, and not to directly engage in management; 
accounting work occupies a service position in enterprise management and 
idministration, and provides advisory services for management. 





Some comrades in our country's accounti ircles have challenged the 
above viewpoint in recent vears a IVE t forth certain preliminan 
views. These viewpoints are roughly summarized as: Accounting is an 
administrative activity longing to | ‘evory of management and 
administration, and it is concerned wit yroductive forces, productive 
relations and even the superstructure; the basic function of accountin 
is to report and supervise (or to control), and it has additional 
diversified functions such as calculating, analyzine, examining, 
evaluating and policy-making; accounti: JO1 lays an important role 
in both microeconomic management and administration and macroeconomic 
management; in addition to providing information, accounting itself has 
a direct administrative function, and it can participate in planning, 
policy-making and management; plannin nd control are the two basic 
functions of enterprise management, id the control function has always 
been achieved by accounting. Some rades have also pointed out that 
as people use the concept of “planned management", they advocate the 


use of the concept of "accounting management". Since various viewpoints 
have appeared, it will be necessary to achieve unanimity of under- 
Standing through discussion as the basis for establishing a system o! 
accounting theory and methods. 


2. What are the contents, duties and methods of accounting management? 
What needs to be resolved here is considered as administrative work, what 
will accounting management manage, how will i *, and what are its 
goals. it is obviously premised on affirming that accounti is an 
administrative activity, and that accounting work is economic management 
work. Proceeding from the technical view of accounting, Western accountin 


na 

_ 
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theory research of course does not include these kinds of questions. 
Chaotic conditions existed in the past on handling these kinds of question: 
inthe exposition of our accounting theory. he major manifestations 

were the common contradictions in understanding the nature of accountin; 

in the expression of accounting targets and duties: the existence of 
confused and unclear phenomena in the comprehension and concept of 


accounting methods; and especially that the understanding of the major 
problem of the relation between financial affairs and accounting had 
basically remained at the level of ¢| 1950's, issues were only made of 





who was most important or who inciuded whom, and a thorough analysis of 
the great disparities existing in the basic nature of these two social 
phenomena was not made, thus causing the problem of the relationship 


between financial affairs and accountings | yecome a major unsett le 
question in studying accounting ‘heory. 


3. What is the organization of accounti: york? This is solving certain 
questions concerning how to scientitical! id rationally organize 
accounting work. The contents o! inizi wccounting work are determined 


by problems related to the composition of accounti 2» management and 
generally include: Setting up account in rganizations, stipulating 
accountants’ rights and duties, formilating accounting systems, legal 
revising the relationship between tin ial affairs and accounting, 
rationally organizing financial accountant labor, defining the 
technological process for account it ment, understanding work 








icteristics and the art of leadership and organization for financial 


accounting work leaders, organizing work in designing, utilizing and 
ti itomated management systems for technical equipment in accounting 
ement, studying accounting management work from the social and 


\ogical viewpoint, and appraising management efficiency and the 
mprovement and perfecticen of accounting management work. Our country's 


. 
pms 


past accounting works have very slightly touched upon these problems. 

But judged by practice, there is an urgent need to summarize practical 
1 « in this area into theory, enabling it to be systematized and 

Standardized and to become a major component of the whole accounting 

+. t is a system of accounting methods? This refers to accounting 


management methods, and is the general term for various applied measures 
in achieving accounting management duties and goals and in carrying out 
accounting management activity. Accounting methods are closely related 
to accounting goals, functions and principles and the latter are the 
theoretical basis of the former and the foundation for establishing 


various methods. 


Proceeding from management theory, accounting theory methods can be 
divided into proiessional, organizational and educational methods; based 
on the condition of the achievement of its function, professional methods 
can also be divided into data processing, supervision and control, 
analysis and appraisal, and calculation and policy-making methods. In 
order to study the composition of a system of accounting methods, it is 
also necessary to study it in the context of the overall management 

ystem (management goals, functions, principles, methods and technical 
measures), enabling it to form a unified whole with other management 
methods. Methods are measures to carry out functions and accomplish 
duties, and using isolated methods can only create theoretical confusion. 


>». What are accounting study research targets and their scientific 
properties? I propose dividing accounting and accounting study into two 
independent concepts and giving them each a specific meaning. Accounting 
refers to accounting work, and the definition of accounting must include 
theoretical abstractions and generalizations with accounting work as the 
prototy e. But accounting study is man's intellectual system for under- 
Standing the Laws oa ccounting work, the knowledge from studying 
accounting work, and its research targets should be objectively defined. 
[ prefer making accounting study a multi-propertied frontier science 
since accounting practice is also a multi-propertied administrative 
ictCivity. 


As an academic system, the accouncing discipline can be divided into 
various categories. Generally speaking, the accounting discipline should 
be composed of three categories, the special basic category, the special 
category, and the research category. The major existing accounting 


discipline is the second category,there is also some of the first category 
but it is tairly inadequate, and the third category remains to be 
leveloped. 
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6. What is the development and history of accounting? Current 
accounting theory inadequacies are closely related to the long-term 
neglect of historical research into accounting. It will be possible 
to explore directions for the future development of accounting work 
through study of accounting history. 


In addition, it will be possible to study problems such as the 
modernization of accounting work (including future accounting research), 
making it more scientific, and the theoretical pillars of accounting 
Study. The effect of the information revolution on accounting is also a 
major problem needing close attention. 


Il. On "Focusing on Stressing Economic Results" 


This topic is the need to establish accounting theory and methods on 
the theoretical and practical basis of man's stressing of economic 
results. It includes three levels of meaning: The first says that 
stressing economic results is the objective basis producing accounting; 
the second says that the theory and practice of man's stressing of 
economic results has a direct restrictive effect on the formation 

and development of accounting theory and methods; and the third says 
that accounting management occupies a decisive position in man's practice 
of improving economic results. If we can clearly explain these three 
levels of meaning combining theory and practice, we can achieve a fairly 
deep understanding of the relationship between accounting and economic 
results and thus discover a specific way to establish a system of 
accounting theory and methods focused on stressing economic results. 
Economic results and accounting have a special, natural consanguinity. 
The establishment of a system of accounting theory and methods relies on 
this central line of stressing economic results as its mainstay. 


III. Reflecting China's Characteristics 


There are various views in accounting circles on the sording of this 
"founding a Chinese-style system of accounting theory and methods". 

My view is that since the social properties of accounting reflect the 
characteristics of each social system, the wording of the above thus not 
only refers to the need for general principles to be combined with 
China's practice, but also includes the idea of using our world view and 
methodology to transform the existing system of theory and methods. 


The specific contents of reflecting China's characteristics should be: 


1. Guided by Marxism-Leninism and Mao Zedong Thought, and taking a 
summary of our country's financial accounting work experience as the 
major factor, it must analytically and discriminatingly assimilate 
overseas achievements and set up an established system of accounting 
theory and methods. 2. It must cast off the fetters of the traditional 
viewpoint of a purely technical methodology, and proceeding from the 
basic viewpoint that accounting is an administrative activity and 
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accounting work is economic management work, establish a new system of 
theory and methods. 3. Taking conscientious focusing on economic 


results as the main line, it must establish a system of theory and methods 


accurately reporting and appraising combined macroeconomic and micro- 
economic results. 4. It must adapt to the needs of our country's 
planned economic system and establish an accounting management system 
both serving planned management and able to promote the successful! 
development of market adjustment. 5. It must reflect the unity of 
stressing value and use value, and mainly through value management 
1ccounting work, i.e. for managing funds and currency movement, solve 
various contradictions between value and use value which appear in 
regular economic activity, enabling the two to realize their optimum 
unity both microeconomically and macroeconomically. 
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FINANCE ANI) BANKING 


BRIEFS 


ANHUI TAX COLLECTION--By 20 November, Anhui Province had collected 1,/88 
million yuan of industrial and commercial tax, overfultilling the annual plan 
by 1.6 percent 40 days ahead of schedule, and registering an increase of i/.1! 
percent over the same 1983 period. [Summary] [Hefei Anhui Provincial Service 
in Mandarin 1100 GMT 24 Nov 84 OW] 


NINGXIA REVENUE--Yinchuan, 12 Dec (XINHUA)=--Ningxia Hui Autonomous Region 
has fulfilled this year's revenue project ahead of schedule. As of LO Novem- 
ber, the region's revenue had reached 195.92 million yuan, overfulfilling 
this year's goal by 2.6 percent and topping that of the same period last year 
by 22 percent. [Excerpts] [Beijing XINHUA Domestic Service in Chinese 0302 
GMT 12 Dec 84 OW] 


JILIN TAX COLLECTLION--By the end of November, Jilin Province had collected 
more than 1.51 billion yuan of taxes, fulfilling the annual quota by 

97.5 percent and registering a 15.7 percent increase over that of the corres- 
pouding 1983 period. [Summary] [Changchun Jilin Provincial Service in Mandarin 
1030 GMT 7 Dec 84 SK] 


STATE LOANS FOR JILIN—The State Council recently granted 25 million yuan in 
loans to help specialized nouseholds in Jilin Province build corn storage 
facilities. Such loans had been granted to the provincial grain departments 
by the Changchun Municipal industrial and Commercial Bank. Of the loan sums, 
¥.1 miltion yuan was granted to Changchun City. [Summary| [Changchun Jilin 
Provincial Service in Mandarin 2200 GMT 17 Nov 84 SK| 


LLAGNING TAX REVENUE--As of the end of November, Liaoning Province had over- 
fulfilled the annual industrial and commercial tax revenue plan, an ticrease 
of 14.4 percent over 1983. [Summary| [Shenyang Liaoning Provincial Service 
in Mandarin 1030 GMT ‘Ll Dec 84 SKI 
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MINERAL RESOURCES 


GAO YANG O€ DEVELOPING MOUNTAIN AREA MINING 
HKO60701 Shijiazhuang Webei Provincial Service in Mandarin 0430 GMT 29 Nov 84 


[Excerpts] According to BAODING RIBAO, Provincial CPC Committee First 
Secretary Gao Yang, accompanied by Baoding Prefectural CPC Committee Secretary 
(Zeng Zhenguo), inspected work in Laiyuan County on 17 and 18 November. After 
hearing work reports delivered by responsible comrades of the county CPC 
Committee and government, Comrade Cao Yang gave important views on developing 
mining in mountain areas. 


Comrade Gao Yang said: Viewing the situation of Laiyuan County in the context 
of the situation of the whole province ana the whole country, I think that 

the county is on the verge of great development in economics and culture. My 
reasoning for this is as fol lows: 


1. Our country is now speeding up the development of vconomic and cultural 
construction. In these circumstances, output of metallurgical and non-metal- 
lurgical mines cannot meet the needs of the processing trades concerned. The 
previous situation of high profit from processing and low profit from mineral 
extraction has to be changed. This is favorable for Laiyuan. Apart from its 
minerals, the country's geographical position and transportation situation are 
also relatively good. 


2. Communications and transportation represent one of the key points in 
national construction. Laiyuan County has a railroad and also main 
highways. It can now vigorously promote local road construction and develop 
local transportation in accordance with the central demand for further 
developing transport and with the principle of having the state, the col lec- 
tive, and the individual get to work together. 


3. The central authorities have decided to open up to the world, while the 
different regions in the country should still more open up to each other. 
Quite apart from foreign capital and technology, those within the country and 
the province can also be utilized. Some areas have capital but no mineral 
resources. As Laiyuan has minerals, they can invest in the county and coop- 
erate with it in exploiting this mineral wealth. Apart from nines, they can 
also launch service trades, open hotels and inns, supply vegetables, and 
provide local employment. 





4. Laiyuan has the basic conditions fur economic development. 
railway, it is convenient for people to come from elsewhere. 
tions facilities are also quite good. There are various indu 


rie 1 


considerable scale. Culture, education, public health, science, ond 
technulogy have all developed to some extent. Although the county is i: 
financial difficulty at present, and has not done some things it shouwld have 


donc, industrial agricultural production is rising each year. 


5. The leadership groups throughout the county are pradually bei: 


readjusted. Their ability for leading the four modernization: 


before. in view of all this, I[ say that Laiyuan is on the verge 


economic and cultural development. 


Comrade Cao Yang said: Mineral extraction is Laiyuan's outste 


Opening up new mines plus initial processing of the output of 
should be regarded as the key point in economic development, 
other undertakings. 


sa ; it trv. 
l | : wine 
if forwar« 


1. It is necessary to have a ciear idea on railway transportation, the 


important prerequisite for developing mining. LKailways, espe 


distunce transport, are essential for increasiug minera: produ 


tile 


2. Vigorously promote highway construction and develop heavy truck transport. 


Next year you should regard road construction and the purchas 
as an important task. 


3. Seriously organize the masses to extract minerals. Over i. 


ships in the county have mineral resources. These townships 
surplus labor from townships that lack such resources, to wott 
extraction. 


4. Conduct publicity tor exploiting mineral resources, to atti 


4 t apital and 


technology from elsewhere to the county for extraction and processing. 


9. Do a good jod in planning. A number of minerals should be 


focal exploitation products. 


sclected as 


6. Dispatch people out of the county to expand their vision, and mobilize the 


masses to go out @.d have a look. With the permission of the 


commissioner's office, they can go to look at other provinces. 


brains and a sense of the cause should be sent to learn the ex; 


others, not to tour scenic spots. 
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MINERAL RESOURCES 


SHANDONG CEMENT ROCK AREA--The third geological team of the Shandong Provincial 
Geological Mining Bureau recently discovered a large cement rock area [shui ni 
hui yan kuang qu 3055 3136 3509 1484 4349 0575] on a mountain rear Xiangkuang 

of Zanggezhuang town, Quxia County. The area is 9,000 meters long and 

/00-800 meters wide. The ore is of first gerade. In the Xiangkuang 1,600-meter- 
long area alone, more than LUO million tons of reserves hav: been preliminarily 
verified. [Excerpt] [Jinan DAZHONG RIBAO in Chinese 30 Oct 84 p 1 SK] 


SHANDONG GOLD MINE--Zhaoyuan gold mine, China's largest gold mine, prefulfilled 
the annual plan by 2 months. In November, it increased gold output by 
+,628 liang, which brought an additiona! output value of 2.37 million yuan, and 


a profit ef 1.2 million yuan. |Excerpt| |Jinan Shandong Provincial Service 
in Mandarin 2300 GMT 4 Dec 84 SK! 


HELLONGJ LANG j3OLD PRODUCTION--A certain PLA unit stationed in Xiaoxinganling, 
Heilongjiang Province, produced 6,900 liang of gold from mid-May to late 
October this year, overfulfilling the state assigned plan by 2,400 liang. 
[Summary] [Harbin HEILONGJIANG RIBAO in Chinese 26 Nov 84 p 1 SK] 


LIAONING NEW SANDSTONE M:\NE--The No 6 geological team of the Liaoning Provin- 
cial Geological and Mining Bureau discovered an extra large mine of sandstone 
at (Ronghua) Mountiuin in Zhuanghe County recently. These minerals are of 
fine quality and are more than 99 percent carbon silicon, which are suitable 
for making glass, ceramics, and industrial raw materials. The thicknese of 
the sandstone mine is from 100 to 150 meters, with a total deposit estimated 


at more than 40 million tons. [Excerpts] | Shenyang Liaoning Provincial Ser- 
vice in Mandarin 2200 GMT 1 Dec 54 SK 
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JLLIN ENOUSTRLAL OUTPUT--As of November end, Jilin Previnee’s total indus- 
trial output value was 16.97 billion yuan, an inerease of 12.6 percent over 
the 19s 4 The industrial enterprises had fulfilled 97.4 
pereeal of the 1984 annual output value plan. [Summary] [Chan;chun Jilin 
VProvinelal Service in Nandarin 10930 CMT LL Dee o4 SKI 


LIAONING INDUSTRIAL OUTPUT VALUE---As of November end, Liaoning Province had 
created wore than 92.4 billion yuan of industrial output value, ful fillings 
the anaual quota by 97.2 percent and showing a 19.5 percent increase over 
that of the correspondins 1983 period. [iixcerpt | [Shenyany Liaonins Pro-- 
vincial Service in Mandarin 1030 GMT 9 Dec 84 SK] 

SET MOUCGOL INDUSTRIAL PRODUCTION-~Tnudustrial and communication enterprises 
in Nei Mongol Autonomous Region have made steady provzress in the course of 
reform aad industrial production has increased continuously. They created 
7,214,760 000 yuan of industrial output value in the January-November period, 


of which 784.09 million yuan was created in November, creating a new monthly 
record, |Excerpt] [Hohhot Nei Monssol Rezional Service in Mandarin 1100 
GMT 9 Dee 84 SK] 


INDUSTRIES FULFILL QUOTAS EARLY--Beijing, 6 Dec (XINHUA)--The total output 
quotas in the sixth 5-year-plan of Beijing's industries were met 390 

days ahead of schedule yesterday, according to today's BEIJING DAILY. 

Th> sixth 5-year plan puts the total output value of Beijing industry for 
1985 at 26 billion yuan. It is estimated that the quotas for about 20 
kinds of major industrial products will be fulfilled by the end of this 
year. They include rolled steel, pig iron, coal, motor vehicles, 
chemical fertilizers, cement, cigarettes, beer and refrigerators. The 
city's agricultural products quota was attained as early as last year. 

It is estimated that the value of agricultural products will reach 3.2 
billion yuan by the end of this year, 33 percent more than scheduled. 
Grain, eggs, meat, fish, and other major agricultural sideline products 
will be produced on schedule this year. The circulation of commodities 
has been streamlined, while agriculture and industry are developing 
rapidly, the paper said. Beijing's total retail sales have reached 

their quota 13 months ahead of schedule. [Text] [Beijing XINHUA 

in English 1234 GMT 6 Dec 84] 
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BRIEFS 


EXPANSION--A major project in the development and construction 
the Haikon airport expansion program, officially got under way 
project includes the extension of runways, taxiways, communica- 
and parking aprons. The expansion program will enable the airport 
BOEING 707. According to plans, major runway construction will 
the end of this year and it will be operational by the spring 
(Text ] [Guangzhou NANFANG RIBAO in Chinese 10 Nov 84 p 1] 








FOREIGN TRADE AND INVISTMENT 


CONSTRUCTION OF PETROCHEMICAL PLANT TO START AT END OF YEAR 
Guangzhou YANGCHENG WANBAO in Chinese 5 Aug 84 p ] 


[Article: "Construction of China's Largest Wholly-owned Enterpriseé 
Will Start at End of Year in Shantou" ] 


[Text] After more than 1 year of preparations, the various items oi 
preparatory work for the largest wholly-owned entetprise in China, 
the International Petrochemical Group Limited Corporation, approved 
by the State Council on 8 December 1982, are basically in order, and 
the first phase of the project will start at the end of December in 
Guangao, covering an area of 30 square kilometers and located at the 
southeastern tip of Shantou's Dahao Island. 


The International Petrochemical Group Limited Corporation is compose 
of 33 international banks. With a total investment of over $5 billic: 
it is a large enterprise with its focus on petrochemistry with synchron 


development of accessory industries. When completed, the amount of 


annual oil refining will be 10 million tons, equivalent to 10 percent 
of China's current national petroleum output. For the first phase ot 


the project to be started at the end of the year, the planned invest 
is $1 billion. Construction will incluve facilities for oil refinin 
chemical industry, plastics, power plants and some living facili 


the production capacity will constitute 40 percent of the overall] plan 


To create a favorable investment environment for foreign firms, 

City has made an advance head start in the development of the Guan 
industrial district. It has specially formed the China Guangao Gene 
Corporation and plans to invest 500 million yuan for industrial and 
facilities serving the integrated petrochemical industry, includin, 
channeling from the city 10 flow capacities of running water, erecti 
the 3-kilometer ocean-spanning Mayu Bridge directly linking the city 


building two deepwater wharves with 20,000-ton berths. Currently, th 


overall plan for the entire development area has been basically achi: 


the geological and hydrologic surveys will soon be concluded, and an 
intense effort is underway to complete other items of preparator 
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SPECIAL ECONOMIC ZONES 


SHENZHEN GRADUALLY INTRODUCES FLOATING PRICING 
Guangzhou YANGCHENG WANBAO in Chinese 17 Aug 84 p 2 


[Article: "Shenzhen Gradually Introduces Floating Pricing '!o Coordinate 
with International Market"'] 


[Text] According to the figures of Shenzhen's largest general commercial 


corporation, floating pricing is followed for 72 percent of the commodities 


handled by its 11 subordinate companies, while planned pricing covers 
only 28 percent. It indicates that Shenzhen's commodity pricing is 
gradually moving from planning to floating pricing and forming its own 
pricing system. The purpose of the reform is to build a pricing system 
and management method stressing market forces so that the commodity 
prices of the special zone will gradually coordinate with the inter- 
national market. 


Shenzhen's commerce includes many economic forms, such as wholly-owned 
foreign enterprises, joint operation with inland firms, local state-owned, 
collective and individual, and most of them follow the mode of comprehen- 
Sive pluralistic operation. The administrative leadership in charge of 
commerce mainly relies on economic information to make proper market 
forecasts, implements guidance plans and encourages competition, thereby 
enlivening the market more and more. 


Commodity purchasing in Shenzhen also changes with the pricing. The 
proportion of planned commodity intake is gradually decreasing, and more 
and more purchases are made directly from the foreign trade ports, 
producing areas, and plants in the various provinces and cities. In 

the first half of the year, planned purchasing only constituted 20 percent 
of the total purchases made by the city's general commercial corporation, 
and the rest were all made independently, thereby reducing circulation 
links and increasing competition. 


6080 
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SPECIAL ECONOMIC ZONES 


SHENZHEN TO LAUNCH 10 REFORMS 


Guangzhou YANGCHENG WANBAO in Chinese 1U0 Aug 84 p |! 


[Article: "Shenzhen Will Launch 10 Economic Reforms in the Secend Halt 
of the Year"] 
[Text] Reporters Cheng Kai [4453 0418] and Gong Zhijin |7895 1807 3666) 


report the following: Shenzhen will launch 10 reforms in Lie second 
half of the year in order to build a management system seared to Lh 
characteristics of a special economic zone. 


At the trilevel cadres meeting concluded the other day, Liang Xian; 
[2733 3276], Shenzhen's municipal party committee secretary and mayor, 
explained the substance of the 10 reforms. 


First, the special zone will further reform the planning and price 
management systems, introducing guidance planning and establishing the 


pricing system and management method of giving priority to market forces. 


It will further reform the enterprise management system, further 


separate government administration from industry management, comp: 
introduce the plant chief (manager) responsibility system for statc-owns 
enterprises and the plant chief (manayer) responsibility system under t! 


} 


leadership of the board of directors for enterprises of wholly-owned 
foreign enterprises and joint Chinese-foreign cooperative enterprises, 
further enlarge the self-governing power of the enterprises, and mak« 
all enterprises economic entities which operate independent!y and ta 
sole responsibility for profit or loss. Lt will also introduce re: 

in the realm of circulation, building an open-style system with mor 
channels and fewer links. Under the unified guidance of state polici 
the enterprises will independently manage their import and « t 


commodities. In the supply of goods and materials, the current wholes» 
levels and boundaries between regions and industries must be brox 

down and trade centers of all types created, thereby directl inkin 
production and purchasing with marketing. It will also reform th 


taxation and banking systems. In fiscal work, the special 2 | 
eliminate the practice of giving attention only to revenue ani 1 


ments and ignoring operation, develop toward pluralism, diicci ici- 


pate in investment and operational activities, make earne: 
for its own four local financial structures, launch and 
business, actively prepare for the issuance of its ™ 
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n reiorming the management systems of capital construction, admini- 
Stration, e, and ports, there is hope for new 
breakthroughs in the second half of the year. In capital construction, 


the special zone plans to simplify the procedures for examination and 


personnel, labor and wag 


approval and implement, when affirmed by legislation, the practice of 
bidding for projects. In administration, the focus is to simplify the 
government and delegate power and to enlarge the self-governing power of 
Shenzhen's five prefectures and Baoan County. To improve the efficiency 
- the administrative departments, it has been decided that, in the 
future, when the jepartments concerned make no reply to the reports 
submitted by the lower units, they are considered approved. In person- 
nel, the special zone will adopt the method of management and responsi- 
bility by levels, reduce the sphere of cadre appointments and extend 
the practice of combining mass recommendation with organizational 
assessment and of election and employment. In labor and wages, the 
practice of low wages and high subsidy will be changed, and the 
enterprise units will introduce manifold forms of wage payments, such as 
floating and piece-rate wages. In port management, the special zone 
will introduce the system of integrating the levels with the departments 
and giving first place to the latter, further simplify the entry and 
exist procedures, and formulate the two-line management system. 
It is reported that the Shenzhen municipal party committee and government 
will soon call a special meeting to further study and implement the 10 


reform measures. 


The people in Shenzhen generally feel that, under the new situation, only 
by pursuing the reforms will the special zone develop continuously and 
have a future. They believe that, through this series of reforms, the 
special zone will begin a new phase in its construction and continue 

to supply fresn experiences for China's reforms and opening up. 
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LABOR AND WAGc+ 


SHENYANG SPONSORS DOMESTIC SERVICE TEAMS 
OW0O51115 Beijing XINHUA in English 16031 CMT 5 Dec 84 


[Text] Shenyang, 5 Dec (XINHUA)--More residents in Shenyang, a heavy 
industrial center in northeast China, are expected to be relieved from 
household chores with the advent of domestic service teams early this year. 
There are 30 housework service teams, sponsored by the city's labor 
service company, employing more than 500 retired workers and school 

leavers waiting for job assignments. They help working couples and 
families who have difficulty in coping with day-to-day chores. 


Shenyang, capital of Liaoning Province, has about /00,000 households, 
whose chores are traditionally done by the retired members of the family, 
housewives or workers themselves in their spare time. Accurding to an 
official of the municipal labor service company, the daily cheres usually 
take an individual family 3 to 4 hours to complete. 


"Now things have become much easier for us," said a worker whe lives 
in the Heping District of the city. "Whenever I am in need of help, 
[ just telephone the service team and they come over at the appointed 
time to do what I want." 


Services range from housing renovation and decoration, furniture and 
electrical appliance repairs to washing and sewing clothes, attending 
to the old and the sick, and doing the shopping. They also supply home 
help to those families that can afford it. 


Service charges are reasonable, the official of the municipal labor 
service company said, citing an example of three service workers helping 
whtewash rooms for a family in the Beishi District. The job took the 
workers 3 days to complete, yet they charged only 20 vuan. 


A service team in the Heping District supplied a home help for a bed- 
ridden old man so that his fami members can now go out to work without 


worrying. 
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LABOR AND WAGES 


LABOR UNIONS SHOULD SUPPORT WORKERS' SELF-STUDY 
Beijing GONGREN RIBAO in Chinese 27 Oct 8&4 p 1 


[Article by Staff Commentator: "Labor Unions Should Strive To Support 
and Encourage Self-Study by Workers"] 


[Text] "The Resolution of the CPC Central Committee Concerning the 
Restructuring of the Economic System: clearly points out: “Science 

and technology and educational institutions have an extremely important 
effect on the development of the national economy," and "we must value 
knowledge and value talented personnel in socialist modernization and 
construction." Striving to support and encourage the self-study of 
workers is an important road to take toward training talented personnel. 
Union organizations at all levels must consider this to be a significant 
task to be undertaken. 


The content of the workers free self-study should be highly suitable, 
should not be divorced from production, should not be restricted by 
time and space and other conditions, should not require a large amount 
of investment from the state, should yield outstanding results and 
should train a large number of many different types of specialized 
personnel who meet the needs of the four modernizations. Especially 
with the extremely rapid development of science and technology in the 
world today, people must continuously study and master new science 
and new technology, and self-study is an important form. The type of 
viewpoint that "self-study cannot produce talented personnel" mst be 
smashed. Union organizations must put forth great effort to comprehend 
this work, take the initiative to create all the conditions for self- 
study, understand the difficulties and problems which they meet, 

have a few demands and aspirations, vigorously take the initiative to 
care for and support workers, pave roads and build bridges for their 
self-study and fight against all of the ideology and behavior that 
Looks down on science and technology, intellectual cevelopment and 
intellectuals. This meets the requirements of the new situation and 
actively serves economic restructuring, and it also a specifically 
embodies the spirit of using restructuring to open up new realms in 
union work. 
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After the workers have undergone long and painstaking self-study, there 
must be a large group of people who have mastered real ability ard 
learning and who will become the backbone of the production line and 
scientific research posts. Their intelligence and competence must be 
recognized by society and it should be regarded and used by enter- 
prises; it can then produce even greater economic results for society. 
But doing this will touch on a series of actual problems and policy 
problems, and this is fairly complicated work. We must study the 
experience of Heilongjiang's union organizations, and on one hand we 
must set out from the new circumstances of an investigative study, 

pay attention to establishing a self-study model, strive to commend 
outstanding achievers, broadly publicize their experience and 
accomplishments and get the attention of society; on the other hand 

we must actively take the initiative to consult and study with the 
relevant departments and specifically study the new problems that 
desperately need to be solved as a result of workers’ self-study. 

Union organizations at all levels need only to solidly and perseveringly 
master this to be able to make a proper contribution toward bringing 

up a new generation and toward the intellectualization of the working 
class. 


12437 
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LABOR AND WAGES 


BRIEFS 


WORKERS' EXCHANGE CENTER--China's first workers’ exchange center with 
foreign countries held opening ceremonies on 28 October 1984 in 
Shanghai, and Shanghai's Vice-Mayor Li Zhaoji [2621 5128 1015] 
personally unveiled this exchange center. The Shanghai Workers’ 
Exchange Center with Foreign Countries is a group of Shanghai 
workers and workers from countries throughout the world who initiate 
friendly exchanges, advance unified cooperation and safeguard world 
peace. The groups main tasks are to develop friendly exchanges with 
workers from foreign countries and to strengthen patriotic unity with 
workers from Hong Kong, Macao and Taiwan, to develop technological 
exchanges between groups and organizations of Chinese and foreign 
workers and to help Shanghai's factories and enterprises master the 
actual operational skills and maintainance technology for importing 
equipment and to bring in foreign trade, technology and equipment 
through friendly workers groups so as to make a contribution to trans- 
forming and vigorously developing Shanghai. [Text] [Guangzhou 
NANGFANG RIBAO in Chinese 29 Oct 84 p 1] 12437 
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TRANSPORTATION 


CHINA DAILY ON GROWTH OF CIVIL AVIATION INDUSTRY 
HKO10314 Beijing CHINA DAILY in English 1 Dec 84 p 4 
{Article by Wang Bacshu] 


[Text] The country's aviation industry has grown out of nothing since 
the founding of New China. 


At the beginning of the First Five-Year Plan (1953-1957), China started 
building the industry on the principle of self-sufficiency in aircraft, 
aero-engines and accessories. By the mid 60's, the industry had started 
taking shape, with research, design, and development centers and manu- 
facturing facilities. 


There are now three institutes involved in research and the design of 
civilian aircraft and engines; six factories devoted to aircraft research, 
development and production; and four factories working on engine research, 
development and manufacture. They employ 80,000, nearly 10,000 of whom 
are engineering and technical staff. 


There are advanced wind tunnels, test facilities, computer-aided design 
and simulation equipment. 


In the early 50's, the first aircraft to roll out of the workshop was 
a Y-5. Nearly 100 had been exported by the end of 1983. Later, produc- 
tion of Z-5 helicopters was started. 


Since the 60's, China has developed Y-7 commuter aircraft; Y-9 medium 
and long-range cargoplanes, Y-10 long-range passenger aircraft, Y-1l 
and Y-12 small multi-purpose aircraft, Z-9 light multi-purpose heli- 
copters, the French "Dauphine" helicopter with its power plant produced 
under licence. 


The Y-7, Y-8 and Y-1l have passed certification by the authorities. 
The Y-12 will be certified soon. Since the Y-7 was certified in 1982, 
it has been modified more than 50 times. 


CAAC placed the first order for three in 1983. The first was delivered 
to CAAC's Shanghai Branch in January and is used as a cargo plane. It 
has a better take-off performance at high temperatures and from high 
altitude runways than the AN-24 aircraft. CAAC now holds an optional 
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order for another 12 by 1985. The Y-8 is mainly used for carryine heavy 
cargo, equipment and vehicles. 


Since 1982 China has independently designed and developed the ultra-light 
Dragonfly-5 (W-5), Dragonfly-5A (W-5A), Bee-2 and Bee-3 aircraft. 
Businessmen from the U.S., UK and Hong Kong showed great interest in 
these ultra-light aircraft during the Guangzhou Fair in autumn 1983 and 
signed contracts for 107. 





State farms, forestry farms, sports schools, and vegetation protection 
stations place orders, and many production brigades from the countrysid 
are eager to do so. By March 1984, contracts for 30 had been signed 
and letters of intent for about another 50 with domestic users. 


To meet the domestic and foreign demands, the Hongxing Machinery Factor 
and the Beijing Institute of Aeronautics and Astronautics have been 
developing new ultralight aircraft. 


The China National Aerotechnology Import and Export Corporation, under 
the guidance of the open policy, has pursued a wide range of possibiliti: 
with manufacturers from abroad on technical cooperation and the import 
of technology. 


At first, it processed customer's materials to build parts and sub- 
assemblies for aircraft like the Boeing 737 and 747; DC-9 Super 4&0; 
BAE-146; and CL-215. 


It is also exploring the possibility of cooperative production, joint 
design, and the development of new types of aircraft. The corporation 
has established wide business contacts with many countries and regions 
in the world. 


To modernize energy, communications and agriculture, there must be a 
wider demand for civil aviation. Therefore, further development of civi! 
aviation is vital. 


It is tentatively planned that, during the period of the Seventh Five-Year 
Plan (1986-1990), China will import technology from abroad and give 
prominence to the research, development and manufacture of new civilian 
aircraft--concentrating on small multi-purpose cargo aircraft and new 
commuter aircraft. China will continue to modify the Y-/ and pay close 
attention to the development of agricultural and forestry aircraft. 


China will strive for self-sufficiency in cargo aircraft the size of 
commuter planes, special aircraft, small and medium-size helicopters, 
as well as ultralight aircraft by the 1990's. 


By the year 2000, China will be ‘ble jointly to design and produces 
passenger aircraft for domestic outes. 


Many European and American aircraft companies, engine companies, and 
airborne equipment firms have made approaches to cooperate with China. 
China will meanwhile adopt more flexible policies to attract oversees 
investment and set up joint ventures. 
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NEW SELF-PROPELLED GLIDER--thenyang, & Dec (XINHI 
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propelled glider gave a demonscration flight on 


nlar ; mnwvar rt 17? , - m . y 
plant in Shenyang. The glider, sever meters lo 
. eo. = ~ - _ -~*. ' 7 : . om _ , 
is suitable ror forest fire control, geological 


4 
line selection, power transmission line patrol, animal h 


photography, 
horsepower piston engine, the twin-seat plane can 
for four hours at a stretch at a maximum speed of 
Betore the demonstration, the plane had sucressfu 


st 
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pesticide spraying and short-distance 


flight trial. The manufacturers--the Shenyang GLi:é 


s 5S 


largest. Since its founding in 1956, the plant has 


e 
2,200 gliders for civil use. [Text] [Beijing X! 


SHIP CARGO TRANSPORT--Beijing, 5 Dec (XLNHUA)--¢ 
plan for cargo transport by ships, the Ministry o 


today. By December 4, fleets operating under the 


more than 158 million tons of cargo, mere than any 


).3 percent above the planned target for this yeai 


figure for the same period of 1983. fext}) | Bei j 


GMT 5 Dec 84 OW] 


GHWAY TRANSPORT CONFERENCE--Chengdu, / Dec (XINH 


rebuilt 44,000 kilometers of highways since the be 
ing its total to 930,000 kilometers. Some new hi 
peasants to facilitate commodity production nov 

a market-oriented rural economy, according to a n 


conterence now in session in Meishan County, Si 


[Beijing XINHUA in English 1601 GMT 7 Dec 84 OW] 
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ORK ON ACCOUNTING VOLUME OF ECONOMICS DICTIONARY ANNOUNCED 


beijins KUAIJI YANJIU [ACCOUNTING RESEARCH] in Chinese No 3, 30 Jun 84 
+/ 
Article: "First Editorial Working Conference on ‘Accounting Volume of 


momics Dictionary’ Held in Xianyang"] 


iText (he tirst editorial working conference on the “Accounting Volume 
f Economics Dictionary” [Jingji Da Cidian, Huiji Quan] was held on 19 
“5 April in the Shaanxi color kinescope factory in Xianyang. 


litors-in-chief Professors Yang Jiwan [2799 4764 3834] and Lou Erxing 
| 1236 2 508/)| co-chaired the conference, assistant editors Zhao Yumin 
6392 3/98 3787), Ge Jiashu [5514 1367 3412], Yu Xuying [0151 4872 
9604) and Yang Shizhan [2799 2514 1455], all parts of the editorial 


mmittee anc composers of related entries participated in the con- 
ference, | assistant editor Yan Dawu [7051 6671 0063] asked for leave 

' 21 to attend to personal affairs and did not attend the con- 

rence. rade Chao Feng [1560 1496], assistant director of the 

han ctionary Publishing House and assistant editor in chief of the 


Dictionar also participated in the conference. 


YI er held serious discussions on standardization problems in 
lecting words and defining terms for the “Accounting Volume of 
ictionary."” The conference believed that the "Accounting 
ime is the irst specialized dictionary which our country's 
counting theor ircles have organized their forces to collectively 
mpile since the founding of the country, and it will fully reflect 
le S¢ ititic standards of our country's present accounting discipline, 


ave distinctive Chinese features, and serve practical economic con- 
truction. Its accounting entries should form a comprehensive system, and 
its detinitions should be authoritative. 


rence examined the list of terms, tentatively determined the list 


terms t ye selected, discussed trial definitions for all classes of 
vord lists, ‘rafted basic principles for composing definitions, and laid 
lation for the work of compiling the whole volume. 
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